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“This | Believe...” 


Sharing a Business 
By Franklin J. Lunding 


Chairman of the Board, Jewel Tea Co., Inc. 


O THE OWNER OF A BUSINESS, its success means 
ft pron prestige, and the solid joy of accomp- 
lishment. To its employees and to the community 
in which it operates, its success may mean life and 
happiness, and its failure may spell misery, hard- 
ship, and even hunger. 

Enlightened management tvday tries to make 
these meanings work both weys—to share with 
employees and the community the profit, prestige, 
and joy of success; and to under tand, from the 
employees’ viewpoint, the meaning f failure, frus- 
tration, and discouragement. 

Instead of trying to build a wall afound the en- 
terprise, it seeks to make the business an integral 
part of the lives of those who work in it, the com- 
munity in which it operates, the industry of which 
it is a part, and the nation which nourishes and 
protects it. 

In other words, it seeks to share the business— 
to share its accomplishments and rewards, its sat- 
isfactions and triumphs, even its disappointments 
and problems. 

—from Sharing a Business 
Updegraff Press 
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Part 1: 


You’ve Got 


What It Takes! 


By Ernest Schleusener 


You can do more to control your unit costs 
than anyone else in your company. 


ENRY FORD once said, “Busi- 
H nesses that grow by improve- 
ment do not die. But when a busi- 
ness stops making creative improve- 
ments, when it believes it has 
reached perfection and needs to do 
nothing but produce, it is done 
for.” 

Most companies recognize the 
deadly accuracy of this statement. 
And, with labor and material costs 
steadily rising, more and more com- 
panies are seeking improvement in 
the direction of cost control. For 
the broadest possible results, top 
executives look to the supervisor. 

Through accounting and _statis- 
tical controls, the men at the top 
can usually pinpoint the areas where 
costs are rising. But, by themselves, 
they usually can’t do much toward 
unit-cost improvement — lowering 
the cost of each unit of product. 
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The real savings here are made by 
the supervisor, for several reasons: 
In the first place, he is on the scene; 
he controls the actual use of time, 
equipment, and materials. Second, 
he sees the problems first hand. 
Third, he has a more direct influ- 
ence than top management on the 
morale and productivity of his 
group. 


Lower costs--now 


A continuous effort to lower costs 
and improve earnings is as neces- 
sary a part of the supervisor’s job as 
maintaining productivity or quality. 
It requires just as much daily at- 
tention as getting out a product. If 
a supervisor made only spasmodic 
efforts at reducing costs, he would 
barely skim the surface of potential 
savings. 

If you wait for an emergency to 





institute austerity programs, you 
will miss good opportunities for cut- 
ting costs. On the other hand, when 
you make cost reduction an every- 
day part of your job, you have the 
time to look around you, to find all 
the potential areas where costs 
could be cut. Furthermore, if you 
wait for emergencies, you may find 
yourself eliminating some costs that 
are needed as well as those that are 
not needed. With continuous atten- 
tion, you can help eliminate just the 
unnecessary costs. 


Unit costs 


If we eliminate 5 per cent of the 
cost of operating a department and 
at the same time decrease its con- 
tribution to income by 5 per cent, 
this is not a cost improvement. To 


lower costs we must lower the unit 
cost of production and still main- 
tain the necessary output. 

In most operations, several fac- 
tors can be improved to lower the 
unit cost. The articles in this series 
will cover the important factors, 
giving a coordinated approach to 
cost analysis, cost reduction, and 
cost control, and describing ways to 
analyze and improve the various 
cost areas. 

Improving productivity, for ex- 
ample, is an important factor in 
lowering costs. The articles on this 
subject will describe ways to meas- 
ure individual productivity—even 
when the work varies in type and 
quantity. A reliable system of rat- 
ing makes it possible to improve the 


productivity in work that is hard to 
measure just as readily as in work 
that is uniform and easier to meas- 
ure. Furthermore, measurements 
help the supervisor to recognize em- 
ployees with above-average per- 
formance, and to improve below- 
average performance. 


A way of life 


To be successful, lowering costs 
must become “a way of life.” We 
cannot, for example, concentrate on 





SUPERVISORS 





Broadening the Base for Cost 
Improvement 

The small triangle illustrates the pro- 
portion of improvements that can be 
made if only top management is in- 
volved in lowering costs. If staff per- 
sonnel! participate, the triangle be- 
comes larger. When all supervisors are 
involved, the triangle grows even 
further, with a much broader base— 
and greater results. 
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productivity and, at the same time, 
allow overtime costs to get out of 
line. When we control lost time, we 
must also be on the alert to save 
materials and supplies. We cannot 
overlook the safety of employees, 
nor the planning of our own time. 
All these areas are part of the su- 
pervisor’s job. If we improve on one 
and let another go, we haven’t real- 
ly made a saving. 


Improvement can mean 
resistance 


Lowering costs is more than a 
matter of finding places to make 
improvements. It means enlisting 
the support of the work group. Im- 
provement implies change; and 
change can mean resistance. It’s 
better to spend 10 per cent of the 
time building acceptance of change 
than 90 per cent of the time over- 
coming resistance to it. 

This can best be done by keep- 
ing the people involved in the 
change informed during every 
phase of the improvement. In all 
phases of lowering costs, the work 
group can serve as an important 
source of ideas as well as a force for 
putting them into effect. 


Use staff services 


Staff services can also be a great 
help in cost improvement. They can 
be a good source of facts, figures, 
and better methods. In most com- 
panies, a pro-rata share of staff 
services is automatically charged to 
each department; therefore, making 
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full use of them is just getting value 
for what we pay. And even in com- 
panies where staff services are 
charged on the basis of use, they 
will still be worth their cost many 
times over if they’re used properly. 
Staff people are specialists; they 
can solve problems in their field 
quickly, with a minimum of trial 
and error. It’s often said that the 
best supervisor is not the one who 
knows the most, but the one who 
knows where to find out about what 
he doesn’t know. 


Working with a budget 


More and more companies are 
establishing budgets as a means of 
controlling the costs of department- 
al operations. A budget is a meas- 
ure that shows the results of a su- 
pervisor’s work in lowering costs. 
Improvements show up when actual 
costs are lower than budgeted costs. 

No budget is “impossible.” It 
should be considered an opportunity 
—not a shackle. It’s a lot more con- 
structive to make improvements to 
meet a budget than to complain 
that budgeted goals are improperly 
set. This doesn’t mean, of course, 
that we should accept an impossible 
goal as realistic; but it does mean 
that we should try to meet the goal 
by lowering costs wherever possi- 
ble. 


Manpower, materials, and 
equipment 


The major items in a budget are 
manpower, materials, and equip- 





ment. Using them properly depends 
more on good supervision than on 
any other factor. If a supervisor 
can save 5 to 10 per cent of the 
cost of these resources, he may ac- 
tually double the company’s earn- 
ings on the output of his depart- 
ment. 

The proper use of manpower is 
up to the supervisor, because he as- 
signs the work in his department. 
It’s his job to see that a worker’s 
skills match the requirements of the 
work to be done, to know his em- 
ployees’ capacities, and to use those 
capacities efficiently. 

Whether materials and equip- 
iment are used properly or whether 
they are spoiled or wasted is up to 
the people in the work group. The 
supervisor is in charge of these peo- 
ple. And, again, it’s up to him to 
see that everyone in his group is 
aware of the importance of saving 
time and materials and using equip- 
ment properly, so that it becomes a 
habit. 


Organizing to lower costs 

Organization is another impor- 
tant tool for cost improvement. We 
would never think of paying in- 
voices without checking to see that 
the materials were received, or 
without keeping a record of pay- 
ments. Why, then, do so many peo- 
ple try to control their operations 
with no organized approach to im- 
provement? 

In the long run, there is prob- 
ably no factor as important to a 





Why Is the Supervisor the Key 
to Controlling Unit Costs? 
P He’s on the scene; he controls 
the actual use of time, equip- 
ment, and materials. 

He sees the problems first 
hand. 

He has direct influence on 
morale and productivity. 











supervisor’s development as his per- 
formance in improving the opera- 
tion of his department. It makes 
sense, therefore, to plan the effort 
for improvement as a regular part 
of each day’s activities—not as 
something extra to be tackled only 
when there’s some extra time. 

The plan for cost improvement 
needn’t be elaborate or compli- 
cated. It should include study, eval- 
uation, action, and control of the 
important cost areas. The plan must 
make it possible to find problems as 
they arise and solve them quickly, 
as well as to develop ideas for fur- 
ther improvement. 


A positive attitude 


Cost improvement should be ap- 
proached with a positive attitude. 
Enthusiasm spreads, and people 
want to improve—when the im- 
provement is appreciated. 

Given the opportunity, people 
try to find better ways of doing 
their work. We are all capable of 
pride in accomplishment: A typist 
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can be proud of an outstanding typ- 
ing job; a toolmaker of a tool fin- 
ished to close tolerances; a group 
leader of the performance of his 
group. But this pride won’t survive 
long-term neglect by the boss. It’s 
the enthusiasm of the supervisor 
that helps employees keep their 
positive approach. 


Talk it over with your boss 


Projects for improvement should 
normally be discussed in advance 
with your immediate supervisor. It’s 
possible that not all the projects 
you submit for discussion will be 
approved. But if they’re to be con- 
sidered properly, all the relevant 
facts should be presented. If there’s 
more than one way to make the im- 
provement, the alternative methods 
should be suggested. 

At times you may be unable to 


get approval for any of the alterna- 
tives you present. If a trial run is 
possible, ask for the opportunity. 
You may learn from the experience 
that your boss’s hesitation was justi- 
fied. On the other hand, he may 
become convinced of the soundness 
of the project. Anyone is willing to 
experiment if the rewards for suc- 
cess are greater than the penalties of 
failure. 

Lowering costs is that kind of 
venture. Its rewards are satisfying. 
The forthcoming articles are de- 
signed to help you develop your 
own plan for lowering costs. Organ- 
izing a good cost-improvement plan 
may be the most rewarding experi- 
ence you will have as a supervisor. 


Part 2 of this series, coming next 
month, will discuss how you can 
cut costs by analyzing your over- 
time. 


ITIL eC 


The Supervisor’s Resources 
for Cost Improvement 


. The work group—source of ideas and force for putting them 
into effect. 


2. Staff people—experts in their specialties. 


. The budget—a goal for improvement, and an opportunity to 
show results in lowered costs. 


. Manpower, materials, and equipment—areas where efficient 
use means cost savings. 


5. Organization—means of improving operations. 


. A positive attitude—an approach to improvement. 
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SQUIRREL 


By Robert A. Gring 


Director, Production Planning and Control Course 
American Management Association 


Hang on to your inventory long enough, and it may 
end up costing double or triple the purchase price! 


N A LARGE chemical plant, the 
maintenance men operated by a 
sort of squirrel philosophy: Don’t 
take one when two will do. If 50 
feet of pipe were .needed, they or- 
dered 100; they followed the same 
procedure with gauges, valves, tools, 
and instruments. Over the years, the 
maintenance department became a 
jungle of spare parts—and far from 
fulfilling the original intention, these 


extra parts were so mixed up that 
they couldn’t be found even when 
they were needed. 

More new parts were ordered for 
each job, and the extra parts kept 
accumulating. Maintenance jobs 
were kept waiting too, until the new 
parts arrived. 

One day the supervisor called a 
halt. He took six men off mainte- 
nance work and put them on duty 
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sorting out the inventory. They 
worked hard for 45 days. At the end 
of their labors they had a mountain 
of junk, including obsolete parts 
dating back to 1920. They also hac: 
a neatly classified and accessible 
inventory worth—unbelievable as 
it may seem—over $1,000,000! 
What they threw away had original- 
ly cost even more. 

In the six months since inventory 
was taken, purchase orders from 
the maintenance department have 
dropped drastically. Machines are 
now repaired without waits for new 
parts that can be found in the de- 
partment. 

Most managers share to some ex- 
tent the weakness of accumulating 
more inventory than they need. 
They don’t realize the effect this has 
on over-all inventory and costs of 
the company—nor even the effect 
on the costs of operating their own 
departments. 


You create the inventory 


Often, a supervisor will order ex- 
cess material for his department be- 
cause of a previous emergency. 
Take the foreman who found his 
production stymied when the ma- 
terial he had ordered didn’t arrive 
on time. He vowed that it wouldn’t 
happen again; so his next order was 
all out of proportion to what he 
really needed. This, in turn, con- 
tributed to an increased inventory 
level in his company. Unfortunate- 
ly, many people feel that this situa- 
tion is no financial loss to the com- 
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pany, for the company owns the 
item. But excess inventory does 
cause heavy losses—which will be 
discussed later. 

Production planners are usually 
guided by past performance and ex- 
perience. If a planner feels that the 
departments that use the material 
he orders will have a high scrap 
rate, he will allow for this in his 
ordering. He will add a scrap factor 
to the order, so that the factory 
ends up with enough material for 
the right number of quality pieces. 

But, when the quality level has 
increased, and the scrap level de- 
creased, the plant may be left with 
a surplus of materials—unless the 
planner adjusts his order to the 
changed situation. The response 
may be, “Well, we could always 
use up or sell the extra material.” 
But too often, the material goes 
into inventory and stays there— 
and sends the company’s inventory 
level up. Much of this excess or- 
dering is the result of the supervi- 
sor’s failure to keep the planners 
informed of the current quality lev- 
el of his output. 

Since the supervisor plays an im- 
portant role in building up a com- 
pany’s excess inventory, he can do 
more than anyone else in the com- 
pany to reduce it. 


A crucial problem 


To do this, the supervisor must 
know why the inventory problem 
is crucial in most companies today. 

According to a report in The 





Wall Street Journal this fall, manu- 
facturers are more interested than 
ever in reducing inventory—be- 
cause the 1958 recession has 
pushed interest rates up on bor- 
rowed money. And one reason for 
borrowing money is to build up in- 
ventories. Therefore, businessmen 
must keep their stocks as low as 
they can. 

A Florida producer of aluminum 
products expects to cut inventory 
15 to 20 per cent—and wouid like 
to aim for 25 per cent. This com- 
pany’s plan may be more drastic 
than most, but it isn’t far off the av- 
erage. As L. L. Rennett, vice-presi- 
dent of White Stag Manufacturing 
Company, said, “Keeping big inven- 
tories around a couple of extra 
weeks never used to cause much 
fuss in the warehouse, but now we 
watch it like a hawk.” 


What is inventory? 


If a supervisor is going to control 
his inventory, he needs to know 
just what it is, and how it affects 
his company’s costs. From an in- 
dustrial standpoint, inventory means 
the number of items on hand 
at any given time. Production in- 
ventory is usually broken up into 
three main categories: raw ma- 
terial, in-process material, and fin- 
ished goods. The maintenance de- 
partment also has a supply of 
material on hand, listed as mainte- 
nance inventory. The list can be 
extended, depending on the nature 
of the company and the breakdowns 


it uses in its accounting system. 

No matter how the breakdown is 
made or how it is used, each kind 
of inventory is measured—usually 
in dollars and cents. On the profit- 
and-loss statement of any company 
is an item under the general head- 
ing, “Inventory.” Across from it 
will be a dollar value. The total 
dollar value can be broken down 
into two main parts—working capi- 
tal and safety capital. 


Working capital 

Working capital represents the 
dollar value of inventory, no matter 
what kind, that is used over and 
over again. It is the investment re- 
quired of your company for staying 
in and doing business. 

If you owned a taxi and filled up 
the gas tank, the dollars invested in 
the gas would come out of your 
working capital for running the 
taxi. Your fares would pay you back 
for the dollars invested in gas. This 
would go back into your working ca- 
pital. When the gas ran out, you 
would have received the money for 
it—plus your other running ex- 
penses—plus a profit. To stay in 
business, you would then have to 
fill the tank again. The number of 
times you filled your tank would be 
the inventory turn of the gas. 

It works the same way in in- 
dustry. The process of investing 
working capital in material and 
then investing it again and again 
as the materials are used up and 
sold is repeated as often as the na- 
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ture of the business requires—from 
many times a year to less than once 
a year. This is known as the num- 
ber of inventory turns. 


Safety capital 


The second part of the inventory 
dollar is safety capital, which repre- 
sents the material kept on hand 
to reduce the probability of your 
running out of stock. The point at 
which stock may run out is usually 
figured out by higher management, 
either mathematically or from the 
company’s experience. Too often, 
however, this is determined on the 
basis of a single unfortunate situa- 
tion in the past. Reserve capital 
tied up in inventory is not available 
to the company for any other use. 

Recent figures on companies’ in- 
ventory policies show that there is 
anywhere from twice to ten times 
as much money tied up in safety 
stock as there is in working stock. 
In most situations, this ratio should 
be reversed: In other words, there 
should usually be no more than a 
dollar invested in safety stock for 
every two dollars invested in work- 
ing stock. 


The high costs of inventory 


The expense of inventory has two 
basic elements: the dollar value of 
the items kept in stock, and the 
carrying costs of keeping them 
there. While the purchase cost is 
an obvious expense, the carrying 
costs seem less visible; yet they 
usually range from 15 to 30 per 
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cent per year of the inventory val- 
ue! This is important, for it deter- 
mines the cost of keeping an item 
on the shelf. 

Let us assume that your com- 
pany’s cost of carrying inventory is 
25 per cent. If you have a million 
dollars’ worth of inventory, then it 
will cost $250,000 a year to main- 
tain it. In only four years, you will 
have actually doubied the cost of 
the material; after four years, you 
will have spent more to carry it 
than to buy it all over again or 
make it from scratch. And, for all 
this expense, you will have received 
not one cent in return! 


A look at carrying costs 


Why are carrying costs so expen- 
sive? They can be broken down 
into six major categories: 

1. Interest is the most expensive 
of the carrying costs. Inventory ties 
up a company’s money. When the 
company wants to expand its plant, 
buy or build new capital equip- 
ment, or develop new products, it 
requires a sizable outlay of money. 
If the company doesn’t have the 
money on hand, it must issue stock 
or borrow money. But it may have 
reached the limit of issued stock, 
and it may not be able to borrow 
money by mortgaging equipment. 
Then the company must go to a 
commercial bank for the funds. 

We have already mentioned that 
in the present economy, borrowing 
rates are high. The bank will charge 
the company from 5 to 6% per 





cent—and even more, in some cir- 
cumstances. Yet all the time, the 
company has the money, tied up in 
inventory. 

Furthermore, even if the com- 
pany has no pressing need for the 
funds tied up in inventory, this 
money could be invested to make 
more money. Actually, then, the 
company is losing the amount of the 
interest to maintain its inventory. 

2. A second carrying cost is stor- 
age. This can include rent, lighting, 
heating. Some materials kept in 
storage need special conditions that 
may be expensive to maintain: for 
instance, very dry or very damp air, 
or refrigeration instead of heating. 
And the physical layout presents 
a problem: Inventory storage uses 
valuable space which may be need- 


ed for more productive purposes, as 
part of the work layout. 

3. Insurance is another impor- 
tant carrying cost. The goods must 
be insured against loss or damage. 
Insurance costs can go sky high, 
especially if the materials stored 
are particularly valuable or perish- 
able. 

4. Taxes: Many localities charge 
taxes on the value of a company’s 
inventory. Taxes are also charged 
on real estate—which includes the 
space used to store the inventory. 

5. Depreciation and obsoles- 
cence: The longer you keep ma- 
terials, the greater the chance of 
their deteriorating, losing value, or 
being superseded. 

6. Finally, maintenance takes its 
share of carrying costs. Handling 


Why Inventory Is Expensive 


The carrying cost of inventory—the price of keeping material 
on hand—accounts for 15 to 30 per cent per year of the inven- 
tory value. Here are the major carrying costs: 


1. Interest: Since inventory ties up a company’s money, the 
company may have to borrow money from a bank when it needs 
funds—and interest rates are high. 


2. Storage: rent, lighting, heating, special conditions, loss 


of productive layout space. 


3. Insurance: to protect stored materials. 


4. Taxes: on the value of the inventory, and real-estate taxes 


on storage space. 


5. Depreciation and obsolescence: Stored materials may de- 
teriorate, lose value, or become superseded. 


6. Maintenance: handling and moving materials, keeping 
records, protecting goods. 
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the materials stored, moving them 
if necessary, keeping records on 
them, providing security measures 
for their protection—all these can 
add up to a considerable expense. 

Once you have realized what goes 
into this 15 to 30 per cent carrying 
cost, you can see that inventory has 
great potentials for cost reduction. 
What, specifically, can you do about 
it? 


Order what you need 


In the first place, when you order 
material for your department, you 
should order only an economical 
amount. This doesn’t mean either 
the smallest order possible (you do 
need a safety margin), or the 
“large economy size.” It means or- 
dering a reasonable amount that 
will keep you operating for a fore- 
seeable period in the future. And 
that takes planning. You should 
find out how long it takes to get the 
material through normal channels, 
and then order stock far enough in 
advance so that it wili arrive when 
it is needed. 


Adjust for quality 

When product quality in your 
department is running better than 
the company’s estimates, inform 
the production-control department. 
They can then adjust the lot size 
and the production run to a more 
economical one. In this way, you 
can spend your own time and your 
department’s time on productive or- 
ders—not on making overruns. 
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if you’re getting more material 
than you need from another depart- 
ment, let production control—and 
the supervisor of the other depart- 
ment—know. Coordinating wth 
other departments is an important 
means of inventory control, and of 
running a more efficient depart- 
ment. 


Make sure it’s yours 


Check on material that is stored 
within your department, but that 
doesn’t seem to be yours. You 
might find that it is an overrun 
from another order or, perhaps, 
just lost material. In either case, it 
is being classified as “in-process” 
inventory — and the company’s 
money is tied up in it. 


Two tips 


If you maintain your own inven- 
tory, rather than replenishing ma- 
terials from company stock, keep 
on the safe side by following these 
practical tips: 

1. Don’t do any unnecessary pa- 
perwork if the value of the stored 
items is small. (You may end up 
spending more for the paperwork 
than for the item!) 

2. Use some kind of physical re- 
minder to determine when you 
should order. For instance, if part 
of your inventory consists of sta- 
tionery, you might insert a colored 
marker a certain number of reams 
from the bottom of the stack. When 
you get to the marker, you know 
it’s time to reorder. 





For tools and other factory 
items, work out the system that’s 
best for you. If you’re storing small 
items, you might put the last twenty 
items in a bag with a marker at the 
bottom of your storage bin. When 
you see the marker, you'll know 
you need to reorder. 


The ABC’s 


An especially practical way of 
handling inventory is to classify it 
into an A-B-C system, developed 
by the General Electric Company. 
According to this system, the A 





HOW TO REDUCE 
INVENTORY 


Plan—to order only what 
you need. 

Adjust orders when scrap 
rates are lower than com- 
pany estimates. 
Coordinate planning with 
other departments—pro- 
duction control, mainten- 
ance, etc. 

Be sure material 
storing is v~ 

If you have .our own in- 
ventory, don’t do unneces- 
sary paperwork for stored 
items of little value; also, 
use a system to remind you 
when to reorder. 

Classify inventory accord- 
ing to value; spend less time 
controlling less valuable in- 
ventory. 


you’re 





items are the most expensive. A 
small number of A items—say 7 
per cent of the total inventory— 
might represent 70 per cent of the 
dollar value of the inventory. Ob- 
viously, these items would require 
the greatest amount of control. 

The B items are moderately ex- 
pensive. Twenty-two per cent of 
these items might represent 22 per 
cent of the dollar value of the in- 
ventory, and require a moderate 
amount of control. 

The remaining 71 per cent of the 
inventory, the C items, represent 
only 7 per cent of the inventory-dol- 
lar value. Since these items, which 
make up the bulk of the inventory, 
cost the least, you should spend a 
minimum amount of time control- 
ling them. For instance, if your C 
items consist of nails and screws, 


just throw them into a bin. When 
they were first issued to you, they 


were probably crossed off the 
books; so there’s no need for you to 
do any paperwork on them. 


A proper balance 


You must have some inventory 
to keep your department running 
and to guarantee that it will keep 
running in the future. But as we 
have seen, every cent of extra in- 
ventory involves you and the com- 
pany in extra trouble and extra 
cost. 

There’s an old saying: “Take 
what you need—but use what you 
take.” It’s a good saying to keep in 
mind when you consider inventory. 
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Personnel Manager 
Chance Vought Aircraft, Inc. 


Whether you’re measuring a person’s potentialities 
or his progress, here’s how you can be more accurate. 


S THIS MAN a good bet? 
Can he do the job? 

What supervisor hasn’t asked 
himself questions like these in try- 
ing to decide whether or not to hire 
an employee or to recommend a 
promotion? 

To help him decide, he may use 
any of a wide variety of rating and 
appraisal systems. These are in- 
tended to establish values, and to 
set up some yardsticks against which 
individuals can be measured. 

Qualities such as initiative, per- 
sistence, leadership, _ self-control, 
and perspective are required for suc- 
cessful performance in certain jobs. 
But these qualities don’t lend them- 
selves to easy measurement by ob- 
jective standards or tests. 

The need to find surer measure- 
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ments compels industry to continue 
developing new methods of apprais- 
al. In the meantime, supervisors can 
get plenty of service from the meth- 
ods already available. 

Let’s look at some appraisal tests, 
systems, and plans to see how they 
work—especially at our company, 
Chance Vought Aircraft, Inc. 


Applications and Interviews 

Although not everyone calls it an 
appraisal, most companies do ap- 
praise employees even before hir- 
ing. In fact, appraising the job ap- 
plicant is a major part of the hiring 
process. 


The application blank 
The first need, of course, is a 
carefully prepared application 





blank. The importance of informa- 
tion on previous experience is obvi- 
ous. But we find also that personal 
data—marital status, number of de- 
pendents, club or social affiliations 
—may be related to job success. 
For example, the young bachelor 
with no family obligations is more 
likely to be a job jumper than an 
older man with a wife and children 
to support. 

In fact, we have found that per- 
sonal data may be even more valu- 
able than many tests in predicting 
an individual’s work behavior. But 
there’s a drawback: The interpreta- 
tion of these facts can be based only 
on generalizations; it may prove to 
be highly misleading in any individ- 
ual case. 

Even so, some companies care- 
fully sift personal data in their first, 


wide-gauge screening of job ap- 
plicants: They draw up special ap- 
plication blanks to bring out signifi- 
cant information. These applications 
are screened to determine whether 
the candidate should undergo the 
rest of the selection process. 


The job interview 


The second basis for evaluating 
potential employees is the job inter- 
view. No screening device, except 
the application blank, is: more wide- 
ly used. Yet there are enormous var- 
iations in the conduct of the inter- 
view. Much depends on the skill, 
experience, judgment, and fairness 
of the interviewer. Much also de- 
pends on the applicant’s desire— 
and ability—to give a fair account 


of himself. A shy applicant often 
has real difficulty. 

There are two principal methods 
for conducting the interview. Some 
interviewers ask questions from a 
check list—each applicant is asked 
essentially the same questions, in 
about the same order. Others use a 
patterned interview, in which ques- 
tions are modified to fit the needs of 
the job, but relate generally to the 
applicant’s specific experience. 

At best, both techniques are sub- 
ject to the interviewer’s bias and 
the applicant’s ability to put himself 
across. 

A familiar backstop for both the 
application blank and the interview 
is the reference check. Although 
we find at Chance Vought that ref- 
erence checks seldom yield much 
positive information, they at least 
uncover some instances of misrepre- 
sentation by an applicant. 


Trades Tests 


If a job applicant says he has a 
specific trade skill or ability, let him 
demonstrate it. In short, give him a 
trades test. 

Trades tests are reliable because 
they are based upon performance. 
They can be keyed to the duties of 
the job and the operation of the 
necessary tools. 

These tests vary broadly. Some 
companies ask a job applicant to 
turn out a sample of his work. For 
instance, a lathe operator may be 
shown to a lathe and asked to dem- 
onstrate his skill. Other companies 
might ask the same applicant to an- 
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swer in writing technical questions 
about lathe operation. Still others 
combine written tests with practical 
tests. 

Sometimes, when we hire people 
to train them for a specific opera- 
tion, we also give tests of « uca- 
tional attainment, such as an arith- 
metic test. This helps determine 
whether the applicants have enough 
background information to take in 
the training. 


Psychological Tests 


World War II led to a tremen- 
dous broadening of psychological 
and personality testing—mainly as a 
result of large-scale testing of the 
U.S. Armed Forces. The tests be- 
came overpopular for a while, be- 
cause they seemed to offer very 
practical advantages: 1) They pro- 
vided numerical scoring, and 2) 
they therefore appeared to relieve 
the interviewer of some of the re- 
sponsibility for evaluation. 

Some tests were even identified as 
“automatic selectors,” with the im- 
plication that they would replace 
tedious processes like interviewing 
candidates, evaluating their expe- 
rience, and checking their refer- 
ences. 

This, of course, turned out to be 
an illusion. But it doesn’t mean that 
tests have no value. 

To be useful, we have found, a 
psychological test must, in the first 
place, be designed for the require- 
ment of a specific job or type of job. 
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Testing the test 

Next, the soundness of the test 
must be confirmed: Give it to a 
number of employees whose work 
you know and whose performances 
run the gamut from superior to un- 
satisfactory. See how these people 
would be rated by the test. 

If the test distinguishes success- 
fully, at least between satisfactory 
and unsatisfactory workers, it may 
then be tried out on new candidates. 
The procedure is to divide these 
people into two groups—a pilot and 
a control group. Both groups are 
conducted through identical steps of 
the selection process except for the 
test. The test is given only to the 
pilot group; only those who pass are 
hired. All members of the control 
group who otherwise qualify are 
hired. After a suitable time, the 
company takes a second look at 
both groups. If a higher percentage 
of the pilot group stay with the com- 
pany and are satisfactory, the com- 
pany apparently has a useful test. 

It may now be clear why our com- 
pany considers the development of 
reliable psychological tests a slow 
process. In this area, one must creep 
before he walks, and walk before he 


runs. 
i 


Which tests? 


We are often asked, “Which tests 
do you recommend?” 

We don’t feel qualified to answer 
because what works for us may not 
work for others. A company should 
develop its own tests, according to 





its own needs. Properly used, psy- 
chological tests can be helpful; mis- 
used, they can do harm. 

Here are some suggestions for the 
supervisor whose company is plan- 
ning a serious effort in psychological 
testing: 

1) Try to understand and appre- 
ciate the nature of psychological 
tests. This means knowing their lim- 
its as well as their potential. 

2) Cooperate fully with the peo- 
ple who plan and implement the 
tests. Getting effective tests may 
take some time. 

3) Consider the morale of em- 
ployees who take the tests. 

4) Recognize test results for what 
they are—an additional step in the 
selection process, not a substitute 
for it. 


Physical Appraisal 

Another yardstick for hiring is the 
physical examination. This is more 
than a routine matter; it is also com- 
pany recognition of state compensa- 
tion laws and of the over-all impor- 
tance of employee health. 

These tests range from a superfi- 


cial examination to a thorough, clin- 
ical investigation. They may be giv- 
en by a physician or by the company 
nurse. They may be conducted in a 
hospital or on company premises. 


Rating worker and job 


The examination procedure at 
Chance Vought is neither expensive 
nor particularly difficult to adminis- 
ter, yet it is a definitive help in hir- 
ing. The key is to compare the phys- 
ical information available from the 
examining doctor with job informa- 
tion available from the line super- 
visor. Here’s how it works: 

A qualified physician gives the 
pre-employment physical and de- 
scribes the job applicant on what we 
call a “Functional Capacity Form.” 
As its name suggests, this form de- 
picts the person’s ability to perform 
various standard body movements 
—stooping; reaching; using arms, 
hands, fingers; and so on. Applicants 
are even tested for ability to lift 
above and below bench height, so 
that weight and frequency limita- 
tions may be noted if they exist. 
This card gives a clear picture of ex- 











How to Use Psychological Tests 


e Try to understand the limits and potential of the tests. 

e Cooperate with the people who plan and give the tests. 

e Consider the morale of employees who take the tests. 

e Recognize that test results help the selection process, but are 
no substitute for it. 
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actly what physical work the job ap- 
plicant can reasonably be expected 
to perform. 

The job to be filled is also rated 

and on the same factors and 
scales. Thus, a packing job would be 
rated according to the reaching, 
lifting, and manual dexterity it re- 
quires. If the worker has to move 
from place to place, that, too, is 
noted. This data, collected by the 
supervisor of the job, is entered on 
another form, the Physical-Demands 
Analysis. 


Matching the worker to the job 

We end, then, with two reports— 
one describing the worker and one 
describing the job. By comparing 
these reports, we can see whether 
the applicant’s physical ability 
matches the needs of the job. 

We feel that this system has given 
us a better hiring procedure and, 
therefore, better employees. 

For example, we hire many 
handicapped workers — excellent 
eniployees who are capable of first- 
rate work. We find that handi- 
capped workers have fewer acci- 
dents than the nonhandicapped. 
Their productivity equals—and of- 
ten exceeds—that of the average 
employee. 

With our system of physical ex- 
amination, a job applicant who has, 
say, a paralyzed leg is not automati- 
cally rejected. Matching the man’s 
physical ability with job require- 
ments allows us, instead, to hire 
him (provided he qualifies in other 
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ways). He might, for example, be 
assigned to a bench job where he 
can sit down and work with his 
hands. His paralyzed leg is nota 
handicap for this job. 


Merit Ratings 

While appraisal starts with hiring, 
it doesn’t stop there. Once the em- 
ployee is on the job, the most useful 
tool for measuring his progress is the 
merit rating. 

At Chance Vought, we define 
merit rating as a system by which 
management can measure how well 
an individual employee is doing, or 
compare the relative value of mem- 
bers of a group. 

Our, merit-rating system is tied to 
both wages and rate structure: Peo- 
ple with ratings above a certain 
point automatically get raises. The 
exact amount is determined by the 
merit score, which is correlated with 
rate steps (from minimum to maxi- 
mum scale) in each pay range. 

The rating also affects an em- 
ployee’s eligibility for promotion 
and (with other factors) his reten- 
tion priority in cases of widespread 
layoffs. Because of the rating’s im- 
portance, we specify that it be “well 
considered, reflecting all aspects of 
the employee’s performance.” 

The reader may say, “Brother, 
what an assignment! I could never 
do that.” But it can be done. 


Steps for successful ratings 


Here are some steps that a super- 
visor might take to achieve ratings 





that are accurate and successful: 

1) He must maintain adequate 
records of each employee through- 
out the six-month rating period. This 
doesn’t require rating every worker 
every day. But it does require mak- 
ing a note regularly whenever the 
man does a fine job—such as per- 
forming an assignment with special 
skill, or finishing a job well ahead 
of schedule. It’s also necessary to 
note when he errs—by wasting time, 
for instance, or by spoiling a job. 

2) The supervisor should con- 
sult with his leadmen for their ob- 
servations. This helps to avoid one- 
man decisions—and the bias that 
could accompany them. 

3) The supervisor must maintain 
a clear-cut organization and see that 
job duties are properly defined. He 
must eliminate ambiguity in job 
titles and hazy definitions of respon- 
sibility and authority; he must also 
define jobs accurately so that the 
jobholder neither falls short of his 
expected duties nor exceeds his au- 
thority. 

4) The supervisor must bear in 
mind that giving an earned rate in- 
crease is no problem; but the work- 
er’s failure to earn a raise may indi- 
cate a real problem. 

5) The supervisor must take 
time to prepare his rating explana- 
tion so that he can deliver it to the 
employee properly—with sympathy 
or firmness, but always with tact. If 
the supervisor has defined the jobs 
under his control properly, has rated 
employees objectively, and _ has 


maintained records adequately, he’ll 
be able to cite specific examples to 
explain the rating. 

6) The supervisor must follow 
up by watching to see if the em- 
ployee improves and by noticing and 
encouraging him when he does. 

7) The supervisor should, of 
course, take advantage of any train- 





Tools for Rating Employees— 
before and after they're hired 

. The application blank 

. The job interview 

. Trade tests 

. Psychological tests 

. Physical appraisal 

- Merit ratings 


. Appraisal for promotion 











ing the company may offer him—re- 
views of the rating system, refresher 
training, or new instruction. 


What controls? 

We are often asked if controls are 
used in our merit-rating plan. They 
certainly are: A merit plan without 
controls degenerates into an auto- 
matic increase system or some varia- 
tion of it. 

One control is that pay increases 
are limited to a specified percentage 
of the payroll for the department 
being rated. This forces the super- 
visor to figure out his recommenda- 
tions carefully. 
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Steps in Merit Ratings —- 

. Keep records of each employee; note instances of especially 
good (or substandard) performance when they occur. 

. Consult your leadmen, to prevent possible bias in your rating. 

. Maintain a clear-cut organization and define job duties clear- 
ly, to let employees know what you expect. 

. Take time to prepare the rating interview so you can conduct 
it properly; be ready to cite examples. 

. Follow up; watch for improvement. 











Appraisal for Promotion 

To do their best, employees must 
have incentives. And one of the 
best incentive builders is the oppor- 
tunity for promotion. The operating 
manager of General Electric’s Man- 
agement Institute has warned: “You 
can’t just pick out a few bright young 
men and ignore the rest. Opportu- 
nity must be available for everyone 
who is motivated to accept it and to 
work toward it.” 

Any realistic promotion policy 
must provide for periodic appraisals 
to answer the question: Who, exact- 
ly, is qualified to fill a specific va- 
cant job? To find out, our company 
uses this system: 


Every employee fills in a “Skills 
Inventory Form” when he first joins 
the company. Here he specifies his 
academic education, his previous 
jobs and the skills they required, and 
his outside abilities—such as build- 
ing working models or using a cam- 
era. This provides us with the em- 
ployee’s background skills. 


We also try to keep current on his 
newly acquired skills. If a worker 
acquires new skills on the job, or 
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takes company-sponsored training, 
we automatically make a note of it. 
If he takes outside courses on his 
own, we depend on him to notify us. 

All this information is coded (ac- 
cording to the United States Employ- 
ment Service occupational codes) 
and reduced to punch cards. When 
we have a job opening, we run 
through our Skills-Inventory card 
file to find employees who qualify— 
and for whom the job would be a 
promotion. Except for highly tech- 
nical jobs, we can usually produce 
three to five candidates. 


A Continuing Process 

Appraising and evaluating em- 
ployees is a continuing process. It be- 
gins when the worker applies for a 
job and continues throughout his 
stay with the company. There are 
many systems for measurement. 

But whatever the system, the pur- 
pose remains the same: to take a just 
and honest measure of the employ- 
ee’s actual and potential contribu- 
tion to the organization. The meas- 
urement—and responsibility for its 
accuracy—-rest largely with the 
supervisor. ® 





(*Random Interval Automatic Reminder) 


By Robert F. Mackness 


FEW YEARS AGO, I invented—discovered is probably a better 
word—a wonderful device which I named the Random 
Interval Automatic Reminder. At odd moments during the day, 
especially when I am pausing to decide what to do next, this 
little device says “Call Charley about tank pix” or “do unit 
cost report.” It says other things that come in handy on the way 
home, like “buy loaf bread.” 

It all started a couple of years ago when an organization- 
name change stuck me with 500 out-of-date business cards. 
While debating what to do with them (I hate to throw things 
away) I idly slipped one inside the cellophane wrapper of my 
cigarette pack. Presto—RIAR was born! I now carry two of 
those old cards, one on each side of my cigarettes; and I write 
little notes to myself on them. When a card is filled up with 
crossed-out reminders, I replace it. 

I once read that all men of consequence carry little notebooks 
around for this purpose. I tried it for years. While eating lunch, 
I would suddenly say “Holy smoke, I forgot to call Charley 
this morning.” So I would whip out the notebook and write a 
reminder. A week later, I would notice this reminder while I 
was hunting for space for a new note. By then, Charley was no 
longer talking to me. 

But now, if the same thought strikes me while I’m out of the 
office, I whip out my cigarettes instead of the notebook. Some 
time during the next hour or two I pause for a cigarette. And as 
my eyes fall on the cigarette pack, RIAR says “Call Charley.” 
So I call him. 

At present, I’m working on RIAR-Mark II. This will be for 
people who don’t smoke. 
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By Franklin J. Lunding 


Chairman of the Board 
Jewel Tea Co., Inc. 


The essence of the supervisor's job: to help those 
who look to him for leadership. 


N EVERY ORGANIZATION, there are 
I men and women who are excep- 
tional in their own fields and who 
can make valuable contributions in 
other areas. These people are often 
far more familiar with the practical 
difficulties of carrying out manage- 
ment’s policies than are the top peo- 
ple in the company, and they are 
in a position to offer informed 
opinions. 
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In our company, we are learning 
increasingly to share our problems. 
Instead of telling our people what to 
do, we place ourselves at their dis- 
posal to help them to find their own 
solutions; and we ask them to give us 
the benefit of their thinking and 
help us solve our problems. 

We have developed what we call 
the “First-Assistant” philosophy. 
Each executive is asked to consider 





himself not as a boss, but as the 
first assistant to the next person in 
line below him. He begins by de- 
veloping the understanding with 
himself that he does not run the 
business, but helps those who do. He 
tries to forget that he is boss and to 
remember that any prestige he 
might have comes from what he can 
accomplish for and with other 
people. 


The upside-down chart 


Each executive is charged, not so 
much with directing and supervising 
people as with helping those who 
look to him for leadership. The 
practical effect of this first-assistant 
philosophy is to turn the organiza- 
tion chart upside down and to make 
each executive feel that his job is to 
help the next man up the line—on 
the upside-down chart. 

Each department head spends 
his time helping subordinates with 
their decisions, making helpful sug- 
gestions, keeping his subordinates 
informed of what is going on in 
other departments, studying under- 
lying trends, and generally trying to 
improve the climate of the entire or- 
ganization. This is true from the 
Chief Executive Officer on down, 
throughout all levels of the com- 


pany. 
Passing the buck? 


At first glance, this may seem 
like passing the buck, and it could 


be—if it consisted merely of wash- 
ing one’s hands of responsibility. 
However, we find that the people in 
the organization are sincerely inter- 
ested in contributing to the people 
next in line above them on our up- 
side-down organization chart. Our 
managers really manage, but by a 
method that gets better and more 
positive results. 

If, for example, the sales of a par- 
ticular item are in a slump, it would 
be passing the buck for the presi- 
dent merely to admonish the sales 
manager to do something about it. 
Instead, he feels it his duty to sit 
down with the sales manager and 
review all the relevant factors, to 
help work out a solution to the dif- 
ficulty. This is managing on a first- 
assistant basis. 


The phantom ballot 


There is a phantom ballot going 
on all the time among the people in 
any business. They vote constantly 
in their minds for or against their 
supervisors. When the vote is favor- 
able, it shows up in cooperation, 
teamwork, understanding, and pro- 
duction. To keep winning this phan- 
tom ballot, each supervisor must 
share his group’s problems with its 
members. He must work tirelessly 
for his employees, instead of trying 
to make them work for him. 

When decision making is shared 
with the people in the organization 
their minds are stimulated and their 
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This article has been adapted, with permission, from The Sharing of a Business, by 
Franklin J. Lunding. The Updegraff Press, Ltd., Scarsdale, N. Y. 
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on developments. 


as individuals. 





The People Who Run the Business 


The people on the line are the ones who must carry out the 
plans of a company, work out the problems, implement the 
decisions, and keep the business running. 

The most effective way to share business problems with them 
is to share all the satisfactions we experience in our work; to take 
them into our confidence about our plans; to let them share in 
solving problems and making decisions; and to keep them posted 


They will tackle tough jobs with confidence and intelligence 
because they will understand what they are doing and know 
just where their efforts fit into the over-all picture. They will grow 








understanding is increased. They 
are given a sense of participation; 
they develop their ability to weigh 
and decide on the basis of facts and 
to judge the pros and cons of calcu- 
lated risks. 


A surer touch 


In the end, of course, the leader 
of the organization must make the 
important final decisions. But he 
will make them better and with a 
more certain touch if he enlists the 
thinking and advice of the people 
who will be affected by them. 

Sharing decision making is also a 
good way to discover the bugs in a 
policy or to overcome resistance to 
a plan or program. When each per- 
son down the line is given the facts 
and figures, it’s only human nature 
for him to “try them on,” to see how 
he or his department or his interests 
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will be affected. It isn’t long before 
human reactions and resistances, 
which could become roadblocks, are 
revealed. 

Too often, decisions arbitrarily 
made in the front office turn out to 
be unfortunate—not because they 
are inherently unsound or unwise, 
but because human reactions and a 
natural resistance to something new 
have not been taken into account. 
But when people participating in de- 
cision making come up against the 
roadblocks of their own reactions 
and then demolish them on their 
own, through discussion and under- 
standing, the plan or program will 
be well launched. 


Everyone benefits 


People are entitled to earn, to 
learn, to advance, and to enjoy 
their jobs. Probably nothing con- 





tributes more surely to these ends 
than enabling the individual to ap- 
ply his creativity to the problems of 
the business. 

Sharing the company’s problems 
is a practice that benefits every- 


ligence and ingenuity inspires and 
stimulates them. It helps them gain 
sel” sespect and added stature. And 
management benefits because will- 
ing people are eager to contribute 
their practical knowledge of day-by- 


day operations to the formulation of 
plans and programs. 


body. Inviting the people who work 
in the business to apply their intel- 


Bringing the Experts Back from Pasture 


AS MORE COMPANIES discover the senselessness of prejudice against 
older workers, it’s not uncommon to find firms hiring older men for 
production jobs or semiskilled jobs. But Business Week reports 
that one company (Stavid Engineering, Plainfield, N. J.) has assem- 
bled a full-time roster of leading men in its field of electronics 
from the ranks of the retired. Called “senior scientists,” these men 
draw salaries ranging from $8,500 to $15,000 a year—plus their re- 
tirement pensions. In return, they supply Stavid with a pool of 
know-how that would be unavailable from its own relatively young 
engineering staff. 

Stavid finds that older men, thanks to “depression-days work ex- 
perience,” show a better attitude toward their jobs than the junior 
employees; for example, they score better than the engineering force 
as a whole in areas like attendance. 
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DON'T BE 
AFRAID 


CIZE! 


By Benjamin Balinsky and Ruth Burger 


People want to know where they stand— 
even if it means occasional criticism. 


N THE DAYS when the hairbrush 
I was the preferred method of dis- 
cipline, the standard parental re- 
mark on the way to the woodshed 
was usually, “This is going to hurt 
me more than it hurts you.” No one 
ever believed that one—as a child. 

But when you're on the handle 
end of the hairbrush, it’s easier to 
see what Dad meant. Discipline 
may well be harder for the super- 
visor to dish out than for the subor- 
dinate to take. It should be just a 
last-stand measure—and then often 
avoidable, if the supervisor is will- 
ing to criticize at the appropriate 
time. 

Criticizing isn’t easy. However, it 
is necessary and it’s a responsibil- 
ity that no manager can hope to 
avoid. Therefore, the better part of 
wisdom is to learn to criticize with 
a minimum of pain and a maximum 
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of effectiveness. The price of avoid- 
ing or mishandling criticism is high. 


The need for criticism 


Few problems are more disrupt- 
ing to employees’ morale than un- 
certainty about where they stand. 
One thing that can be said in favor 
of the old-fashioned system is that 
the child on the way back from the 
woodshed knew the score! 

You don’t have to go to such 
lengths to provide your employees 
with the answer to the question, 
“Where do I stand?” But many 
managers, in swinging away from 
tough-fisted discipline, have as- 
sumed that criticism too must be 
outlawed. 

Many people have the miscon- 
ception that disagreement must be 
avoided at all costs, for the sake of 
“human relations.” 





But sound human relationships 
are based on respect for the unique- 
ness of the individual. That isn’t the 


same as saying that the employee is - 


always right. In his own unique way, 
he may be wrong. And it may then 
become your responsiblity to get the 
message across in a way that will 
prevent a repetition of the error. 

Most people find it a great deal 
easier to praise than to criticize. 
Many managers think they must 
balance the two. As a result, they 
water down their criticism with 
praise so much that the employee is 
left in the dark. 

If managers find criticism the 
most unpleasant part of their job, 
they may be stymied for several rea- 
sons: 

Their attempts may have back- 
fired because of their own discom- 
fort in the situation. Or, perhaps, 
their overconcern with being liked 
makes them postpone criticizing un- 
til the situation assumes emergency 
proportions. They may lack well-de- 
fined standards by which to assess 
errors or to communicate correc- 
tion. Finally, they may confuse criti- 
cism with complaint, or correction 
with punishment. 


Out in the dark 


Everyone feels discomfort in the 
unknown, and finds reassurance in 
knowing. Passengers in a plane that 


CU 


has developed engine trouble have 
been kept calm and reassured sim- 
ply by honest reporting over the 
loudspeaker system. This need for 
bearings is equally important on the 
job. 

Obviously, it’s no favor to with- 
hold information about poor per- 
formance if you want the person to 
improve. Psychologists stress that 
immediate knowledge of results is 
one of the best aids to learning. In 
fact, sound teaching methods are 
based on the principle of reinforc- 
ing learning by providing quick 
knowledge of results. 


The ambiguity of silence 


A leader cannot afford to ignore 
the fact that silence itself may be 
misleading. The optimistic employ- 
ee is inclined to believe that “no 
news is good news,” and the pessi- 
mistic one is left free to believe the 
worst. 

A mechanic expressed his feel- 
ing this way: “When our foreman 
gets called down on the carpet to 
explain a department goof to the 
plant manager, he comes back on 
the floor in bad shape, and he 
doesn’t say a word. It’s like waiting 
for the other shoe to drop, just 
wondering when he’ll have his say 
and get it over with.” 

Yet, another employee in the 
same department, less sensitive to 
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his foreman’s tension, had a differ- 
ent interpretation. According to him, 
“I always feel that if the foreman 
has any complaint about the job I’m 
doing, he’ll just say so. If he leaves 
me alone, I guess I’m doing O.K.” 

But if you have clear-cut, con- 
sistent standards of performance, 
the employee will know where he 
stands. One of the best ways in 
which he can get to understand 
these standards is through your 
praise and criticism. Of the two, cri- 
ticism is more often mishandled. 
Without it, the employee is on his 
own to decide where to draw the 
line. 


The cost of compromise 


All too often, merit-rating pro- 
grams fail because supervisors shy 
away from being objective and cri- 
tical. The vice-president of one com- 
pany put it this way: 

“One of our most difficult prob- 
lems in developing managers is to 
teach the ability to talk frankly 
with employees in merit rating their 
work.” 

Further discussion indicated that 
the supervisors have no difficulty 
discussing progress reports “as long 
as they are favorable and a pay in- 
crease is in the offing. But if the 
rating is mediocre or poor, it means 
no increase, and explaining the rea- 
sons involves criticism. So, rather 
than rate a person below average, 
they give an unrealistic merit rat- 
ing. The result is that in some in- 
stances, because they’re afraid to go 
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through a session of criticism, they 
wind up by giving good ratings— 
and then we have to grant raises 
to people for poor performance.” 


Facing the facts 


Many a manager is particularly 
sensitive to the possibility that no 
matter what he does, his employees 
will consider him an ogre. But if you 
try to dodge your responsibility, you 
only increase your burdens. When 
you have a tough job, the best 
course is to face it honestly, without 
minimizing the difficulties. To make 
criticism easier, you have to face— 

1. The facts about yourself: your 
past mistakes, your personality, the 
situations in which you find criticiz- 
ing distasteful. 

2. The facts about your workers: 
how they react, their expectations, 
their individual attitudes. 

3. The facts about your objec- 
tives: the real purpose you hope to 
accomplish by your criticism. 

4. The facts about your stand- 
ards: the norms by which you assess 
the performance of your subordi- 
nates. 


Facts about yourself 


Only you can uncover the speci- 
fic factors that make criticism dif- 
ficult for you. It might help to check 
yourself against these common er- 
rors that interviewers often make: 

« Blowing up as soon as an error 
is revealed. 

= Soft-pedaling or sweetening 
their criticism beyond recognition. 





® Hoarding grievances until they 
become magnified beyond control. 

= Passing judgment without in- 
vestigation, or on the run. 

= Focusing on the person instead 
of the act. 

= Exaggerating the error—for ex- 
ample, “You always . . .” or “You 
never. ...” 

= Generalizing, instead of being 
specific. (“The whole job is botched 
up” offers no clue to where the mis- 
take was made or how to correct it.) 

There’s more than one way to cri- 
ticize effectively. One man may be 
soft spoken and courteous whenev- 
er he criticizes. His subordinates are 
intensely loyal to him. 


Another is hardboiled. He shoots 
his criticism straight from the shoul- 
der. And his subordinates love it! 

This is no paradox. The fact is 
that effective, well-received criti- 
cism is not a matter of toughness or 
pettiness, not a matter of following 
someone else’s formula. 

What really counts is that your 
behavior must be consistent with 
your own personality and that em- 
ployees must believe that the pur- 
pose of your criticism is construc- 
tive. 


Facts about your employees 


If employees know that your cri- 
ticism is intended to help them, they 





THE TEST OF GOOD CRITICISM 
The only way to be sure of your own effectiveness as a critic 
is to measure your performance against the rules you believe in. 
Think back over the last few situations in which you had to 
criticize an employee, and answer these questions: 


1. Did you focus on the act instead of on the person? 
2. Did you pick the best place and time? 


3. Was your judgment justified, based on a realistic appraisal 
of.the facts? 

4. Were your comments specific, and did they do justice to the 
truth? 

5. Did you suggest a remedy? 

6. Was your long-range relationship with the employee left 
unimpaired? 

If your answer to any of these is “no,” re-examine how you 
handled the situation. Did things go wrong because you were un- 
certain of your own views, or because your subordinate was 
doubtful about your good intentions? 

If you can meet the test represented by all six questions, you 
have mastered the art of criticism. 
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will accept it in almost any form. 
From an employee’s point of view, 
what is important is the feeling that 
you are for him and not against 
him. 

You can’t expect employees to be 
overjoyed when they hear your cri- 
tical comments. But you can reduce 
unnecessary discomfort if you give 
adequate thought to the way you de- 
liver your criticism. 

Obviously, there is no easy mix- 
and-match formula by which you 
can select the exact words for cri- 
ticizing each type of personality. 
Some people welcome firm and 
tough treatment. Others shrivel un- 
der this approach. It’s the super- 
visor’s responsibility to know each 
individual in his department well 
enough to know what approach to 
criticism will be most effective— 
and most acceptable—to him. 


Facts about objectives 


Since the ultimate purpose of 
knowing where you stand includes 
knowing where you are going, your 
criticism should always have a three- 
fold aim: 

1. To communicate your stand- 
ards. 

2. To point out deviations or er- 
rors that make the performance be- 
low par. 

3. To indicate the remedy, the 
correction, the possibilities for im- 
provement. 

Above all, criticism should nev- 
er be considered a method of “keep- 
ing people on their toes in general.” 
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Used negatively, it often produces 
unconscious reactions that hurt 
rather than help performance. Used 
positively, it can produce positive 
results: motivating people to rectify 
specific faults, to improve perform- 
ance in concrete ways, or to achieve 
their own full potential. 


Facts about standards 

The heart of criticism is convey- 
ing a clear set of standards. On a 
production job, norms can be set for 
quality and quantity. But even 
there, the shifting emphasis of man- 
agement’s immediate goals can cre- 
ate some shift in standards. At one 
time, the most serious fault may be 
noticeable losses of output; or dead- 
line failures; or cost failures; or loss 
of good will with customers, em- 
ployees, or other departments. 

The scales of judgment are never 
permanently fixed in relationships 
with people—or with company ob- 
jectives. In effect, then, you must 
keep revising your standards of crit- 
icism. But even within the frame- 
work of these shifting pressures, you 
can be consistent in your general 
approach. 


Guides to sound criticism 


To communicate criticism effec- 
tively, you need certain standards 
or guides. Studies of criticism have 
listed these. 

1. Keep it impersonal. You want 
to correct a situation, not a personal- 
ity. 

2. Stick to the facts. Exaggera- 





tions put the listener on the defen- 
sive. They divert him from the part 
that’s true, to concentrate on what 
he thinks he can refute. Then he and 
the critic end with widely different 
views of the objective situation; and 
no one benefits. 

General statements about a per- 
son’s work leave him in the dark 
about exactly what’s wrong, and 
block improvement. 

3. Spell out a clear-cut remedy. 
Since a primary goal of good criti- 
cism is to help a person do better, 
you should give as much attention to 
a specific remedy as to the details of 
the error. This not only increases 
the possibility of improvement, but 
also makes it clear that you’re trying 
to benefit the employee. 

4. Choose time and _ location 
carefully. The wrong timing or a 
poor location can obscure the bene- 
fits and magnify the inherent dis- 
tastefulness of criticism. More harm 
than good can result. 

Criticism should, of course, be 
done privately, with one exception: 
If an employee is in the midst of 
committing an irreparable and seri- 
ous error, you may have to correct 
him promptly despite the presence of 
others. 

Criticism should never be squeezed 
into odd moments, casual meetings, 
chance conversations. It should not 
be interspersed among longer items 
of business. In that case, the manager 
may be satisfying his own conscience 
(“Well, I did tell him!’’) but is actu- 
ally fleeing from any real discussion. 





IT’S EASIER TO CRITICIZE 
WHEN YOU KNOW: 

1. Yourself—your personality, 
your shortcomings, situations in 
which you find criticism distaste- 
ful. 

2. Your employees—their re- 
actions, their expectations, their 
attitudes. 

3. Your objectives—the goals 
you're aiming for when you 





| 
criticize. | 

4. Your standards—by which | 
you judge performance. | 








If the deficiency is worth talking 
about at all, it is worth the time need- 
ed to convey just how serious you 
consider it, and what can be done 
about it. And you must be willing to 
face up to the responsibility of de- 
fending your contentions if the sub- 
ordinate wants to dispute the ac- 
curacy of your facts. 

5. Avoid wisecracks; they may 
backfire. 

Some managers who don’t like to 
criticize try a light approach that un- 
dercuts the seriousness of the situa- 
tion. The result is that employees 
laugh it off. 

Or, with the best of intentions, a 
manager may use joking words that 
sound like sarcasm. The hurt to an 
employee who feels he is the butt of 
hostile wit can close his mind to any 
constructive aspects of the criticism. 

Unless you know from past reac- 
tions that humor serves your purpose 
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well, better save it for noncritical 
conversation. 

6. Tie up loose ends. The net re- 
sult of effective criticism should be 
a strengthening of your relationship 
with your work group. In discussing 
their weaknesses objectively, and in 
planning corrections and improve- 
ments, you remove the anxiety of un- 


iost if you fail to follow through and 
tie up any loose ends. 

Your follow-up should be planned 
with these considerations in mind: 

Don’t rehash your criticism, or 
drum your instructions into the em- 
ployee again. 

Give the employee a chance to 
ask questions. 


Let him know that the incident is 
water under the bridge. @ 


certainty. 
But this positive advantage can be 


Age Barriers to Employment 


ALTHOUGH MOST COMPANIES agree that the work performance and 
habits of older office workers compare favorably with those of their 
younger colleagues, a recent National Office Management Associa- 
tion survey of 109 Minneapolis-St. Paul companies indicated some 
resistance to hiring even a man of 30. As the employee’s age in- 
creased, so did the number of companies refusing to hire him—by 
45, he was barred from 11 per cent of the surveyed companies and 
at 50 from over 53 per cent. For the employee of 55, the situation 
was even worse—nearly 68 per cent of the companies excluded him 
from employment. 

For women in this area, the first significant age barrier came at 
about 35, with over 7 per cent of the companies setting this as the 
maximum hiring age. Women over 55 were in the same boat as the 
men; over 69 per cent of the companies refused to hire them. 

A similar NOMA survey in New York City showed that 42 per 
cent of the 148 participating companies won't hire men of 50, and 
nearly 68 per cent bar 55-year-old men. Nine per cent exclude 
women over 35 from employment, and 30 per cent set their maxi- 
mum hiring age for women at 45. 

The NOMA chapter in San Francisco surveyed 56 companies and 
found that as many as 16 per cent won't hire a man over 40. Fifty 
is the maximum hiring age for men in 25 per cent of the companies, 
and 55 in 36 per cent: Women over 50 are barred from employment 
in just under a third. 

A fourth NOMA survey, in Houston, found that 19.5 per cent 
of the 41 participating companies do not hire men over 40, and 29 
per cent turn down men over 45. The maximum hiring age for 
women in 27 per cent of the companies is 50. 
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Every month, SM _ presents 
true stories of tough situations 
supervisors have faced. 

How would you solve these 
problems? Your answers and the 
steps you take in arriving at them 
can be of the utmost value to 
you. 

As you consider each case, you 
might jot down your questions, 
your reasoning, your decisions. 

Or, discuss the cases with a 
group of people—fellow super- 
visors, family, friends. You'll find 
that each person has his own way 
of looking at the problem 














scene: An airlines ticket counter. It’s closing time: 
No customers around. The counter representatives, John, 
June, Marcia, and Dave, are getting ready to go home. 
(Dave is not shown in this picture.) Paul, the supervisor, 
enters. 


This case is adapted from a film produced for Pan American World Airways by Henry 
Strauss & Co. 
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POSS vette 


Paul: John, did you finish that batch of tickets for the Duffield 


Company? 


John: Didn’t get 
a chance. | turned 
them over to June 
—when she had a 
free period. 
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June: | didn’t get 
very far with 
them. The whole 


town was in this 
afternoon. 





Paul: But John—I asked you to divide them between every- 
body! 

John: You asked me to pass them around. 

Paul: Sure. | said pass them.around among everybody. Divide 
them up. Each of yu could’ve found time to do one! 


* 


June: Golly, | under- 
stood we should just 
pass them around be- 
tween us. Whoever had 
time would do them. | 
gave them to Marcia. 


Marcia: That's right! 
But...1... I'm sorry, 
| didn’t have a free sec- 
ond! 
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Paul: (Angry, con- 
fused) Didn’t anybody 
do them? 

Group: (all speaking 
at once) Guess not. Not 
me! Too rushed! 


Dave: Here they are. 
| didn’t have time to 
even open them! 








Paul: Well, they've got 
to be done! Got to be 
written up tonight, and 
delivered tomorrow! 
Somebody has to stay 
overtime and do them! 


(There’s a small pause. 
Nobody wants to stay.) 
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Paul: Then 
we'll go back 
to my original 
plan. All of 
you will have 
to stay. Divide 
the tickets. 
That way the 
job’Il only take 
about 40 min- 
utes. That fair 
enough? 


Pie faeven cs Meare lonwart Wer 


Paul: Look, we can’t turn 
these in at noon tomorrow 
and expect the other depart- 
ments to drop everything, just 
to rush through something we 
didn’t do. John, you've got 
to stay and do them. 

John: It'll take two and a 
half—three hours! 


Paul doesn’t really want an answer. There’s nothing any 
of the people can say. 


(See next page for discussion) 
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Consider these questions—and ask your own: 


. Paul’s in a jam—and his counter representatives are unhappy. 
How could he have avoided this situation? (Number all solu- 
tions that apply, in the order of their importance and desir- 
ability.) He could have: 


written up the Duffield tickets himself. 
charged John with the responsibility and the authority 
to get them written. 
emphasized the time limit. 
checked during the day to see if the job was being done. 
_checked back with John originally to see if his order was 
understood. 
Other 

. All four representatives were busy all day attending to cus- 

tomers. Should Paul have: 

pulled someone off the counter to write up the tickets? 
asked his boss to get him another worker? 
arranged beforehand for one person to work overtime? 
or what? What would you have done? 








. Consider the way Paul finally solved the problem. Could he 
have handled it differently? Could he have made the group 
feel better about staying—even though he was at fault? If so, 
how? 











WIN A BOOK! 


Send in your solutions to SM’s cases—or send your toughest, 
most interesting case—for publication in SUPERVISORY MANAGE- 
MENT. 

The editors of SM will award the author of each published case 
or solution a copy of Leadership on the Job: Guides to Good 
Supervision, the American Management Association’s handbook 
for supervisors. 

Send your contribution to Let’s Get Down To Cases, SUPER- 
VISORY MANAGEMENT, American Management Association, 1515 
Broadway, New York 36, N. Y. 
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“As Old As You Feel’’? 


PROCLAIMING “I’m only as old as I feel” is not the first step to senility; 
it is the right slant on life. 

According to Bernard S. Phillips, University of Illinois sociologist, 
people who are aging but maintain a youthful mental attitude tend 
to be better equipped to handle the problems of aging. 

Current research, he says, indicates that by refusing to identify 
themselves as “old,” such people avoid the tendency to accept for 
themselves society’s low evaluation of the aged. The “confirmed 
oldsters” admit that they feel old; believe that the aged should dress 
conservatively; surround themselves with elderly friends; and hold 
that old age brings aches and pains and that physicians are partial to 
the young. 

—The New York Times 
Vol. 108, no. 37058 





“Do me a favor, Monk—the wife’s been pestering the hell out of me. 
Print me a batch of these blue stamps.” 
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Women’s Division 
Institute of Life Insurance 


Are you up to date on your own 
life-insurance program? 


IX OUT OF SEVEN American fami- 

lies own life insurance. In fact, 

for most families, life insurance is an 

important part of the family’s finan- 
cial security. 

It’s natural, then, that both hus- 
band and wife should want to have a 
clear picture of their family’s life- 
insurance program: 


—What policies the family owns, 
and why. 

—How the family can make best 
use of these policies. 

The following quiz is designed to 
help husbands and wives check 
what they both know about the fam- 
ily’s life insurance, and what facts 
they may have missed. 


Life-Insurance Quiz 


Do You Know: 


(Answer Yes or No in the appropriate column) 


1. Where your family’s life-insurance policies 
are kept? 


2. If there is a separate record listing the names 


Husband 
Knows 





of the companies and identifying numbers of 


all policies? 
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The name and address of your family’s life- 
insurance agent? 


Which members of your family own policies? 


Whether any policy includes insurance on 
more than one member of the family? 


What purpose each policy is intended to 
serve? 


‘Whether group life insurance is part of your 
family’s financial picture? 


Who is named beneficiary in each policy? 


Whether each policy also names a contingent, 
or secondary, beneficiary? 


The amount of the premium for each policy 
and the date it is due? 


What would happen if a premium were not 
paid when it is due? 


Whether or not there are loans against any 
of your policies? 
What different arrangements are available 
for the company’s paying policy proceeds to 
the beneficiaries? 


Whether it has already been decided how 
the proceeds of each policy should be paid 
to the beneficiary? 


Whether such decisions have been left en- 
tirely to the beneficiaries themselves? 


Whether your policies have special provisions 
that would take effect if the head of the family 
were totally disabled for a long time? 


The present cash values of your life insurance, 
that you could use in an emergency? 


The amount of income you could receive from 
the cash values of your policies at the time of 
retirement? 


Husband 
Knows 
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19. Whether you can count on retirement income 
from a group pension plan? 


20. What benefits your family can expect from 


Social Security? 


How do you score? 


Husband 
Knows 





TOTALS 


Tally each column separately; count 5 for each “yes” answer. 
A score of 80 or more for either partner is “excellent”; a score 
p 


of 70 is “good.” 


Keeping a record 

Are you satisfied with your score? 
Or do you need a more complete pic- 
ture of your life insurance and how 
it fits in with other elements in your 
family’s finances? 

If you need more information, 
your life-insurance agent can help 
you. He can give you a better pic- 
ture of the strengths and weaknesses 


—" 
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of your life-insurance program by 
helping you keep a record of the 
most important data in all your pol- 
icies, both individual and group. By 
reviewing this record from time to 
time, you can tell at a glance what 
your total protection is, which poli- 
cies are building cash values, what 
loans may be outstanding, and other 
important information. 








of the month 


The “Open Door”: Fact or Fiction? 


mM PEOPLE will agree that talk- 
ing over a problem face to face 
is the best way to clear the air. Yet, 
in some shops, the “open-door policy” 
may be a myth. To say, “My door is 
always Open; anyone can come in and 
talk to me at any time,” means nothing 
if it doesn’t happen. 

Why is it that some people don't 
feel free to talk to the man they work 
for? Often, the supervisor himself is 
puzzled by this lack of communica- 
tion. Here are some explanations. 


Why no communication? 


1. The supervisor doesn’t have time 
to listen. The phone keeps ringing, 
and he seems concerned with bigger 
problems. 

2. The supervisor seems to take 
time to listen, but he isn’t really inter- 
ested, or he comes to conclusions too 
quickly. 

3. The supervisor assumes that he 
knows the answers, but he doesn’t 
realize that the right answer can’t al- 
ways be found in the manual in his 
drawer. 

4. The supervisor doesn’t know 
how to create an atmosphere that en- 
courages a worker to express his feel- 
ings. The supervisor may mean well, 


but he doesn’t have the knack of mak- 
ing people feel at ease. 

5. The supervisor’s close contacts 
back in the small-shop days, “when he 
knew and talked to everyone every 
day,” often give way to work with a 
large number of people. Because of 
this and other pressures, it’s harder for 
him to be leisurely and personal with 
his workers. There just doesn’t seem 
to be the time to do everything or 
to see everyone he'd like to. 

6. A supervisor’s reaction may stifle 
a subordinate’s frank and complete ex- 
pression of his thoughts. A legitimate 
problem raised by one worker, for in- 
stance, may involve a second person; 
if the worker is made to feel that he 
is “squealing” on the other fellow, he 
may be reluctant to walk through the 
“open door” again. 


The test 
To some extent, some of these dif- 
ficulties will always be with us, but 
the reward will be rich if they can be 
eliminated little by little. The test of 
the “open-door policy” is the number 
of people who pass through it and 
leave lifted in spirit. 
@ Milt Olander 


PERSONNEL NEWSNOTES 
September, 1959 
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Coaching the Team 


(We eh 


4 Becpsnseaie AND DEVELOPING subordi- 
nates is like training and develop- 
ing a sports team. By studying the 
techniques of a basketball coach, for 
example, we can develop some guides 
to on-the-job coaching. 

The coach starts where the man 
is—not where he wants him to be. 
He doesn’t begin with the most com- 
plicated plays, unless the people he’s 
coaching are experienced. To deter- 
mine the best starting point, he con- 
siders his team’s experience and back- 
ground, and may even run them 
through a series of plays to test their 
performance and knowledge. 

He works on only as much as the 
individual can absorb. The coach 
usually concentrates on one play at a 
time, to make sure that the members 
of the team absorb each play 
thoroughly. Then again, the number of 
plays practiced may depend on the 
urgency of time—how near the first 
real game is. 

He has people “do,” because 
they learn best by doing. Practice 
ands repetition—with intermittent 
coaching—help develop skill and pro- 
ficiency. Our powers of retention are 
such that, in general, we remember: 

—10 to 15 per cent of what we hear. 


—15 to 30 per cent of what we hear 
and see. 

—30 to 50 per cent of what we say. 

—50 to 75 per cent of what we do. 

—75 per cent of what we do when 
we are supervised (coached). 

He uses demonstrations, illustra- 
tions, and diagrams. He may use 
visual aids or, in a practice game, he 
may even run the play himself to drive 
home his point. 

The coach knows that every man 
on his team is different. He allows 
for these differences in his day-to-day 
relationships with the people in his 
group. 

He creates a climate of confi- 
dence. The coach knows that to win 
the game he must command (not de- 
mand) the respect of every man on 
his team. He doesn’t expect to gain 
it by one practice game, but by con- 
stant association and work with the 
team members. He knows the value 
of soliciting their comments and sug- 
gestions, and he realizes that they may 
have problems that need to be heard 
and understood. He wins his men’s 
trust by his interest in them and by 
his integrity. 

He stays on the sidelines during 
the game itself. He may take a man 
out for instructions or recoaching, but 
when the player is on the court, he’s 
on his own. The coach has to have 
enough confidence in him to take the 
chance that he may make mistakes. 
This is the essence of effective dele- 
gation. 

He sets a goal and explains the 
standard of performance. The goals 
must be fair and the people on the 
team must have a share in setting 
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them whenever possible. The team 
members should know what is ex- 
pected of them and how much prog- 
ress they are making. 


progress, and corrects and recoaches 
when it’s necessary. 

These are only a few of the guides 
for coaching that the sports world has 


He follows up by observing given us. Remember, though, that 
progress and doing repeat coach- they are only guides, not cure-alls for 
ing. every training problem. 

The coach knows that big stars 
develop, not in a week, but over a 
period of years. He observes the team’s 


@ Sterling D. Huggins 
ADVANCED MANAGEMENT 
Vol. 24, no. 9 


Status Boosts Morale 

WORKERS WHO CHANGE to a job with a lower status are not happier 
than those who are unemployed. This conclusion comes from a 
study of 500 former employees of the Packard Motor Company in 
Detroit, conducted by Harold L. Sheppard, Louis A. Ferman, 
and Seymour Faber through grants from the Institute of Labor 
and Industrial Relations of The University of Michigan and Wayne 
State University. In fact, the lower prestige may be even more 
damaging to the worker’s morale than unemployment would be: 
At least, while he is stili looking, he can hope to find a position 
comparable to his old one; but once he accepts a job on a lower 
level, that hope vanishes. 

Also pointed up by the study are three other factors related to 
workers’ morale: 1) In the 40-to-65 age group, those who felt 
relatively young had higher morale than those who considered 
themselves middle-aged or old; 2) those who had higher skill lev- 
els, owned their own homes, and had some savings had better 
morale than those who did not; and 3) workers who trusted other 
people had higher morale than those who were generally suspi- 
cious of others. 

Over half the workers who scored high on all three counts had 
high morale; while of those who scored low, only 13 per cent had 
high morale. In general, however, the study indicates that the third 
factor itself is not as great a morale booster as a combination of the 
first two. 





THE MORE an idea is developed, the more concise becomes its ex- 
pression; the more a tree is pruned, the better is the fruit. 
—ALFRED BOUGEART 
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Being Realistic About Retirement 


CCORDING to the latest medical sta- 
A\itistics, a man of 65 can look for- 
ward to approximately 14 years of 
normally active life. The people who 
will make the most of these retire- 
ment years are the ones willing to 
take the time now to think objectively 
and positively about the problems they 
can expect to face. The trouble is that 
many people evade the real problems 
of retirement until the actual day is 
upon them. In thinking about your 
own retirement—or in counseling em- 
ployees on theirs—here are some un- 
realistic approaches you may recog- 
nize: 

The ‘feathered-nest’ approach 
consists of starting on your twenty- 
first birthday to save money and buy 
annuities, to provide for your old age. 
There’s nothing wrong with that—but 
you've got to recognize that it takes 
more than money to create successful 
retirement. 

The “pat-answer” adherent can 
be spotted if you ask him what he 
plans to do when he retires. You'll get 
one of several standard answers: 

“I’m going fishing.” “I’m going to 
move to Florida.” “I’m going to catch 
up on repair work around the house.” 

Some of these answers may be per- 
fectly valid—but they don’t go deep 
enough. Obviously, no one can fish 
or do repair work steadily for 14 or 
more years. And after the move to 
Florida, then what? 

Unfortunately, these answers often 
indicate that the person has given the 
subject no serious thought. 

The “who, me?” or “ostrich” at- 
titude is taken by those who vigorous- 
ly deny that they are approaching re- 
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tirement. They will tell you all about 
their energy and health and why they 
will never need to retire. These protes- 
tations usually indicate that the person 
has rejected the thought of retirement 
as unpleasant. Unfortunately, this 
doesn’t change company policies, and’ 
many “ostriches” realize the facts, 
suddenly and with a shock, only 
months or weeks away from R-day. 

The “‘sit-tight’’ approach is taken 
by thousands of older employees. 
Their underlying philosophy is, “I am 
getting along now and I would have 
trouble getting a job anywhere else. So 
I have to hang on to this one until my 
sixty-fifth birthday—then I’m in! My 
pension and Social Security will keep 
the wolf away from the door in my old 
age.” 

If, because of this attitude, workers 
lose interest in what they’re doing, the 
result can be a serious and expensive 
productivity problem for management. 

The “terrified drifter’ approaches 
retirement like a man floating toward 
Niagara Falls in a canoe—with no 
paddle. He sits spellbound in terror of 
approaching events and becomes in- 
creasingly concerned with his health 
and general welfare. He regards retire- 
ment as the beginning of the end or, as 
one man put it, “the vestibule to ob- 
livion.” 


What can you do? 


Different as these approaches to re- 
tirement may seem, they all fail to 
recognize retirement for what it is— 
an increasingly important and chal- 
lenging phase of life. 

Many retirees observe that what 
they like most about retirement is that 





they can keep busy with many worth- 
while activities without the pressure 
of responsibility that characterized 
their former routine. 
Here are some activities in which a 
person who is retiring can participate: 
1. Community service. Retirees are 
welcome in many community activi- 
ties, such as working for school and 
hospital boards, town committees, 
Community Chest drives, Red Cross. 
In smaller towns, many retirees run 
successfully for local political offices. 
2. Church work offers other real 
opportunities to retirees, particularly 
if their church or synagogue is under- 
taking a building program or seeking 
a capable board member or treasurer. 
3. Local business. Many retirees 


enjoy becoming businessmen in subur- 
ban communities. Some buy an interest 
in a small local company; others may 
start hobby businesses in their homes 
or in neighboring stores. Many be- 
come part-time real-estate salesmen. 

Whatever the activity, the important 
point is—don’t quit. Retirees, to be 
successful, must maintain life purposes 
important to them. Dr. Edward Bortz, 
geriatrician of Lackanau Hospital in 
Philadelphia, says, “Idleness is the sure 
path to unhappiness and to ill health. 
If you retire from life, life retires from 
you. 


®@ Robert M. Creaghead 

THE CLEVELANDER 

Cleveland Chamber of Commerce) 
November, 1959 


“Separate checks, please.” 
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Profile of a Goou Supervisor 


1. The good supervisor is straightforward. He shoulders his own 
responsibilities and never attempts to pass the buck. If you ask him 
whether his people are doing a good job, you will find that he thinks 
they are—at least most of them. 

2. He gets along with his associates and other department heads. 
Employees under him are sure of themselves. They know he has the 
confidence of management. 

3. He’s fair but a firm disciplinarian. He never lets his authority 
pass by default. He knows his labor agreements and administers 
their provisions consistently and impartially. He’s sympathetic but 
he doesn’t let anyone take advantage of him. 

4. He knows his job. And he knows the jobs of the men who re- 
port to him. This sound technical knowledge of his work is evi- 
denced in his planning, in his decisions, in the orders he gives, in 
the way he follows up on assignments. 

5. He doesn’t stand over the shoulders of his men to see how 
they are doing. He supervises on a loose rein because he has trained 
his employees thoroughly and trusts them to give him top perform- 
ance. They usually do. If they don’t, he does something—fast. 

6. He is willing to cooperate when changes are required. He un- 
derstands that changes, if they are the right kind, mean progress, and 
progress means growth. 

7. He meets his deadlines. His work is finished on schedule. 

8. He constantly seeks to enlarge his knowledge. He always tries 
to find better methods, better ways of doing things. 

9. He’s a sound and patient trainer. He makes certain that the 
employee understands his assignment even if this takes more than 
the usual amount of time. He adapts the training method to the man. 

10. He is a good communicator. He keeps his superiors informed 
on the progress of his work; his associates advised on matters that 
affect his assignment and theirs; and his employees filled in on com- 
pany and department problems, on policy changes and the reasons 
for them, and on other matters that affect them and their jobs. 

11. He goes to bat for his men. He shows a sincere interest in 
their affairs. He’s joyal to the company. But he knows he gives the 
greatest loyalty to his company by winning and retaining the loyalty 
of his subordinates, and that he can do this only by returning their 
loyalty to him. He encourages their suggestions, he recognizes their 
abilities, he helps them develop their skills and talents. 

12. He’s sure of his abilities and more interested in opportunity 
than security. He prefers the challenge that responsibility brings 
rather than the haven that seniority offers. For he is confident he is 
prepared to take advantage of the “big” chance when it comes. 


-——The Personnel Manager 
(The Pennsylvania Railroad Company) 
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When the News Is Bad . . . 


| Aegis SUPERVISOR occasionally has 
to tell his people bad news. How 
he handles this unpleasant duty can 
have an important effect on his rela- 
tions with his employees. 

Here are some suggestions that 
might help when you have to relay 
bad news. 


1. Recognize that news may be 
good for some, but bad for others. 

If production curtailments require 
layoffs or a shorter workweek, or if an 
incentive rate requires a downward 
adjustment, it’s pretty clear that this 
news is universally unpleasant. 

But let’s say it has been the practice 
in your mill to shut down for a particu- 
lar holiday and give employees the day 
off. Also, it has been the practice 
to pay a premium rate if work is 
needed and performed on this holi- 
day. 

This year, it was expected that the 
mill would again be closed for the 
holiday; but at the last moment, be- 
cause shipments were behind sched- 
ule, it was decided that the mill would 
run. The information was good news 
to some employees because it meant 
an extra day’s work at premium pay; 
but it was bad news to others who had 
made plans for a day off with their 
families. In a case like this, your judg- 
ment on how to break the news to each 
man should depend on how well you 
know the individual employees. 


2. Face the facts; you can’t hide 
thera. 


When the news is bad, people will 
learn about it anyway, and they may 


magnify it out of proportion. The sen- 
sible course is to give the people in 
your department the facts as clearly 
and honestly as possible. That way, 
they can judge realistically for them- 
selves the impact of the situation and 
what they can do about it. 


3. Don’t the bad 
news. 

If the news is bad, treat it as such. 
To try to make it look as if it were not 
bad news could undermine the confi- 
dence people have in you. 

For example, one of the major de- 
velopments in industry today is the 
trend to automation. There is no ques- 
tion that, in the long run, automation 
will produce a higher standard of liv- 
ing and more jobs, just as past tech- 
nological improvements have. There’s 
also no question, however, that at first, 
automation will either displace certain 
workers or require them to learn new 
skills. 

If an automobile worker is being 
laid off because automated equipment 
has eliminated his job on the assem- 
bly line, there’s little point in sugar- 
coating the news by telling him how 
he will benefit eventually from better 
automobiles and lower production 
costs. He is concerned right now with 
how he is going to make a living for 
his family. 


sugar-coat 


4. There must be a reason for 
the news; explain it. 

Somctimes the circumstances in- 
volved are outside the employee’s con- 
trol. Perhaps the market has changed 
and affected his job. Perhaps emergen- 
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cy conditions will temporarily place a 
greater burden on him and require 
extraordinary effort. 

Or the bad news may be traced 
right to him. His performance may 
have fallen off; he may not be able to 
meet new standards; he may not be 
able to learn the job properly. What- 
ever the specific cause of bad news, 
the fair and sensible course is to explain 
it as completely as you can. And the 
employee will react more positively if 


he knows what’s going on—and what 
is expected of him. 

Perhaps the best guide to breaking 
bad news would be to assume that the 
employee’s reaction will be something 
like this: “Let me have the bad news 
—all of it—quick. I want you to tell me 
how it happened, and let me know if 
there’s anything I can do about it.” 

@M. A, Cross 


TEXTILE WORLD 
November, 1959 





— 
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m not really malicious—I’m just a status seeker.” 





Speculator, Beware! 


VERY DAY, thousands of Americans 
E plunge head first into the stock 
market, and risk losing savings they 
might have taken years to build. In- 
vestment authorities agree that the 
public’s speculative buying of stock 
has become more feverish and less 
sensible than at any period ‘since 1929. 
Trading in low-price issues has be- 
come dizzy—a sure sign of dangerous 
speculation by the inexperienced. 

Thoughtful observers are increas- 
ingly concerned about this frenzied at- 
mosphere. During the year, warnings 
against amateur speculation have been 
issued by the Securities and Exchange 
Commission; the presidents of the 
New York, American, and Midwest 
Stock Exchanges; and by prominent 
brokerage houses. 

Here are five specific pitfalls that 
wise investors can avoid: 

Glamour stocks: Several years ago, 
Canadian oil stocks had all the al- 
lure of the California gold rush. After 
that, uranium stocks were the rage. 
Today the glamour is in “Space Age” 
stocks—in any company connected, 
however remotely and unprofitably, 
with electronics, supersonics, missiles, 
or exotic fuels. 

The American Stock Exchange 
warns: “Electronics today is like the 
radio industry in the twenties, when 
hundreds of companies began their 
struggle to become the giants of today. 
Just a few made the grade. Many 
didn’t survive.” 

Watch out, too, for tricks that give 


stocks a touch of false glamour, like 
linking stocks to headline news. The 
Boston Better Business Bureau has 
data on promoters pushing a company 
connected in name only with the St. 
Lawrence Seaway. Undoubtedly, the 
admission of the two newest states will 
foster many new companies using the 
words “Alaska” and “Hawaii” in their 
corporate names to attract amateur 
speculators. 

Don’t buy any stock until you have 
full facts about the company that is- 
sues it, its earnings per share, the trend 
of earnings and sales, its position in 
its industry, and the quality of its 
management. 

“Investment advisers’: Keith 
Funston, president of the New York 
Stock Exchange, says inexperienced 
investors face two enemies: “them- 
selves and unscrupulous or incompe- 
tent brokers and dealers.” Don’t be 
taken in by an investment adviser just 
because he says he is registered with 
the Securities and Exchange Commis- 
sion. While SEC exerts certain con- 
trols, registration does not guarantee 
that a broker is scrupulous. 

Beware, too, of the offer of a “free 
analysis” of your stock holdings. It 
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may be only a trick to get your name 
for sucker lists. 

Another come-on is the “trial offer” 
of investment service—often a few 
weeks or months for $1. Many firms 





Beware These Pitfails 
of Investing 
Wise investors should be on 
the lookout for these pitfalls: 

e Glamour stocks, which capita- 
lize on headlitfe news. 
“Investment advisers” who 
may have shady reputations. 
Telephone and door-to-door 
salesmen, who may have no 
connection at all with a reput- 
able firm. 
Low-priced and 
stocks often offered by com- 
panies that have no earnings, 
no prospects, pay no divi- 
dends. 

Tips and rumors, which may 
be deliberately planted to 
trap unwary investors. 


“growth” 











advertise their services on a trial basis, 
and do so ethically. But unscrupulous 
brokers may send out some sound in- 
vestment material interspersed with 
brief but favorable mentions of near- 
worthless stock which they are pro- 
moting. 

Many advisers recommend mutual 
funds; there are some excellent, well- 
managed ones, which enable people 
with limited capital to get diversity in 
their stocks to avoid the hazard of 
having too many eggs in one basket. 
But many mutual funds are sold on a 
contract basis—the purchaser agrees to 
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buy so much a month for ten years. 
He has to pay the bulk of the com- 
mission on the entire amount out of his 
investments over the first two years. 
This is bad business in any case; dis- 
astrous if he can’t keep up payments. 

Tell-tale marks of the phony broker: 
He’s in a hurry; he pushes one stock, 
maybe two; he promises profits; and 
he claims to have some inside data. 

Choose your dealer or broker as 
carefully as you would your lawyer or 
doctor.* Check his reputation with 
your banker. Member firms of the 
New York Stock Exchange have high 
standards for their “registered repre- 
sentatives.” And don’t be misled by an 
investment adviser’s Wall Street ad- 
dress—shady operators can rent space 
there, too. 

Telephone and _ door-to-door 
salesmen: A sure way to lose money 
is to buy stocks from someone selling 
them over the phone or at your front 
door. Reputable firms don’t sell that 
way. 

Low-priced and “growth” stocks: 
Responsible investment firms are par- 
ticularly disturbed by the  public’s 
frantic buying of low-priced stocks. 

Many inexperienced investors buy a 
$3 stock on the assumption that it takes 
only a small advance to double their 
money. They don’t realize that the 
stock may be selling at such a low 
price because the company has no 
earnings, has no prospects, and pays 
no dividends! 

Don’t be lulled by the statement, 
“Our offering has been filed with the 
Securities and Exchange Commission.” 


*For further details, see When You Need 
Professional Advice, SM, May, 1959. 





The fact that a security is filed with 
the SEC doesn’t mean that the SEC 
has passed on its merit or on the fit- 
ness of the firm’s management; the 
SEC merely attempts to see that there 
is full disclosure about new issues of 
stocks or securities. 

Tips and rumors: Investors have 
become so avid for “inside” informa- 
tion that, according to Paul Windels, 
head of SEC’s New York operations, 
a rumor that used to push a stock up 
12% cents now sends it up $8. A 
good brokerage house can provide ex- 
act facts about most stocks in 24 hours. 

Some rumors have innocent origins; 
other rumors are deliberately planted. 


Recently two brokerage firms spread 
false rumors that a group of New York 
bankers had arranged new financing 
for an old but inactive aircraft firm, 
and that the company had received a 
multimillion-dollar Government con- 
tract for guided-missile research. 
These manipulators sold 350,000 
shares of phony stock at high prices. 
Investors would do well to heed the 
advice of James E. Day, president of 
the Midwest Stock Exchange: “Buy 
on the basis of a financial statement 

instead of tips and rumors.” 
® Don Wharton 


THE ROTARIAN 
October, 1959 














“Whaddya mean, be careful what | say, 


| may damage your psyche. . . 
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—American Machinist 
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If the Cold War Ends .. . 


YUPPOSE THAT THE cold war were to 
S end tomorrow. Would the sharp 
cutbacks in defense spending mean a 
recession? Or would civilian spending 
make up for the loss of military con- 
tracts? 

These questions have been asked 
by businessmen and consumers ever 
since the September visit of Premier 
Khrushchev. But any fears that a sud- 
den thaw in the cold war would hurt 
the economy seem needless. Far from 
causing a recession, cutbacks in de- 
fense spending should bring an un- 
precedented boom. 

Here are some of the developments 
that could be expected in the wake of 
such cutbacks: 

e A rise in consumer ‘spending far 
surpassing the cut in military 
spending, concentrated on major 
items like houses, automobiles, 
furniture, and appliances. 

A tremendous upsurge in spend- 
ing for new plants and equip- 
ment. 
Larger incomes 
spend and invest. 
A higher standard of living. 

» Lower taxes. 
A larger labor force. 

» Increased pressure for federal aid 
of various kinds. 

A temporary inflation threat 
which can be effectively coun- 
tered. 


for people to 


A stronger economy 

Some industries and _ individuals 
might be hurt at first by defense cut- 
backs. But this would be temporary. 


The big question is: How quickly and 
to what extent would consumer buy- 
ing take up the slack left by reduced 
military spending? What we can an- 
ticipate is that probably in one year— 
certainly in two—the economy would 
be stronger than ever. 

This prediction is supported by 
what has happened after recent cuts 
in military spending: 

After World War II, defense spend- 
ing was cut 90 per cent or $145 bil- 
lion (in 1958 dollars), but total busi- 
ness dropped only 13 per cent in 1945; 
unemployment never went above 4 
per cent; and recovery came within 
three years. 

After Korea, defense spending 
dropped 25 per cent, but the total 
volume of business dropped less than 
2 per cent from 1953 to 1954, and 
by 1955, business was 6 per cent 
above previous peaks. 

In both these periods, consumer 
shortages and inadequate plant ca- 
pacity helped to speed the upturn. 
Today industry has nearly adequate 
capacity in most lines and consumers 
are well stocked. The need to spend 
is less urgent than after a war period. 

How much these differences would 
delay an upturn in consumer spend- 
ing after a defense cutback depends 
on the answers to these questions: 


How much would defense spend- 
ing be cut? 

Even assuming the end of the cold 
war, we would not end all defense 
spending. A probable first step would 
be to reduce our offensive forces. We 
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could cut back outlays on manned 
bombers, on atomic submarines, and 
on foreign bases, and reduce the size 
of the armed forces. 

We would maintain our defense 
establishment and continue work on 
missiles because of the value of the 
research and as a deterrent to attack. 

Such a program might cut spend- 
ing in half, or by $23 billion a year. 


How quickly would defense 
spending be cut? 

One thing is sure: It will not be 
an abrupt cut. Precautions, both mili- 
tary and economic, would suggest 
that it be spread over two years at the 
least. 


What taxes would be cut—and 
how quickly? 


Some of the money saved through 
defense cuts would undoubtedly be 
used to give additional support to 
present government activities—high- 
ways, for instance. Assuming a figure 
of $3 billion for these purposes, a tax 
cut of $20 billion would still be pos- 
sible. 

If the slash in defense spending 
were spread over two years, taxes 
could be reduced $10 billion the first 
year, with the cuts distributed pro- 
portionately through all the brackets 
of the personal income tax. In the 
second year, another cut of $10 billion 
could be divided equally between per- 
sonal and corporation taxes. 


What's ahead? 


On the basis of these assumptions, 
what is likely to happen to the econ- 
omy during these two years? 

Personal income in the U.S. has 


been increasing at the rate of about 
3 per cent a year. Within a few years, 
it is expected to reach $415 billion. 
Of this, federal income taxes at pres- 
ent rates would take $55 billion, leav- 
ing spendable income of $360 billion. 
A tax cut of $10 billion would almost 
double the anticipated income in- 
crease for that year. The number of 
households with disposable incomes 
under $5,000 a year would drop by 
more than 400,000, and those with 
incomes of $5,000 to $7,000 would in- 
crease by about 500,000. 

As long as all consumer wants are 
not satisfied, this kind of added in- 
come is going to bring people to the 
marketplace. 

This new spending power would also 
shift market demand from military 
hardware to civilian goods, requiring 
major new investment by business in 
plant and equipment, which creates ad- 
ditional employment and purchasing 
power. 

If the second year’s $10 billion tax 
cut were divided equally between in- 
dividuals and corporations, it would 
mean a corporate tax reduction of 
about 20 per cent. This would re- 
lease money for dividends and for 
plant expansion to meet increased 
sales. The plant expansion would help 
to absorb the 500,000 men who might 
be released from the armed forces. 

Whether the consumer rush to 
market would feed an_ inflationary 
boom would depend on how well plant 
expansion kept abreast of increasing 
demand. If it appeared likely that the 
boom might get out of hand, it would 
be possible to delay the cuts in per- 
sonal income taxes. It might be wise 
and feasible to have a second per- 
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sonal income-tax cut for later use. does the military market. If the day 
All this adds up to the fact that, in ever comes when the Soviet Union is 

the long run, the economy can grow willing to fight with plowshares rather 

as fast with a low military component than swords, our economy will stand 

as it can with a high one. It should firm. 

be noted, too, that the civilian market @ NATION’S BUSINESS 

grows in more stable fashion than October, 1959 


Pinpoint the Scrap Problem! 
MANY APPEALS for employees’ cooperation in reducing waste and 
scrap go unheeded. Managers who have tested their powers of per- 
suasion in this area and found them wanting normally reach the 
conclusion that their pleas have one major defect: They are too 
general. 

A more specific approach to this problem was tried in a recent 
issue of the daily newsletter published by Johns-Manville at its 
Waukegan, Illinois, plants. The editors got right down to brass 
tacks. 


First they told their readers the yearly cost of utilities at all J-M 
plants (approximately $10 million) and suggested that this figure 


could be reduced by 5 per cent, or $500,000. 

Then they went on to point out how these savings could be 
realized with employee cooperation. Sample suggestions: Shut off the 
air Compressor that cools water when the compressor is not run- 
ning; turn the steam off heating units when fans are not running; 
shut off steam on dryers and ovens when they are not in use; turn 
out general overhead lighting when it isn’t needed; stop production 
machinery that is running idle and unattended; shut off industrial 
truck engines when the operator is not around. There were a dozen 
more, all beamed directly at the employee who is able to do some- 
thing about scrap and waste. 

—ROBERT NEWCOMB AND MARG SAMMONS 
in “Communications Clinic” 
Personnel 





HALF OUR MISTAKES in life arise from feeling where we ought to 
think, and thinking where we ought to feel. 
—CHURTON COLLINS, Aphorisms 
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The Tests That Help You Find Hidden Talent 


| apenas a young woman just out 
of college applied for a job in the 
home office of a large manufacturer. 
Everyone who interviewed her was 
favorably impressed with her intelli- 
gence, poise, and grooming. She was 
given a series of aptitude tests, and she 
scored well into the superior range on 
all of them. 

Hired to work in the personnel of- 
fice, she was started off on clerical 
tasks. Her work was outstanding— 
with one exception. Whenever slic was 
sent to the file room to get a standard 
file card for interviewers in the office, 
she was gone for a long time. Careful 
observation of her work failed to un- 
cover any obvious explanation for 
what seemed to be loafing on the job. 
Then one day, clearly exasperated, she 
exclaimed, “I wish we had some filing 
system besides those darn cards!” 

Investigation showed that the girl 
was having considerable difficulty in 
separating and pulling individual 
cards. She was then given a “finger- 
dexterity” test. She scored a virtual 
zero. This seemingly unimportant as- 
pect of her job was giving her a poor 
work record. 

Almost any supervisor who has used 
aptitude tests knows of similar experi- 
ences—or their reverse: when tests re- 
jected people who were later found to 
be competent. This incident illustrates 
one of the major reasons that aptitude 
tests frequently fail to predict later 
performance. The “performance” is of- 
ten not described properly. 

Before aptitude tests can be used ef- 
fectively, the user must know what is 


to be predicted. Each aptitude test 
measures a rather narrow ability, and 
will predict successfully only if that 
ability is related to performance. 

As an example, take the recent ex- 
perience of a machinery-manufactur- 
ing company. The company, which 
wanted “learners” for skilled trades, 
decided to select them on the basis of 
an aptitude-test battery that had been 
used previously, in the same area, to 
select skilled-trades apprentices. 

Using this battery, the company se- 
lected 40 men. At the end of a year 
every one was rated as a satisfactory 
employee by his foreman. 

One case of the 40 was particularly 
significant. This applicant, who had 
been a truck driver, made the highest 
scores of those who took the tests. A 
special effort was made to find him 
particularly difficult and challenging 
work, and he was finally assigned to 
learn instrument-repair work. Recent- 
ly, his foreman said, “He has learned 
more about instrument-repair work in 
eight months than men I have who 
have been repairmen for ten years. If I 
have a tough job, I put him on it.” 

This case illustrates two important 
points about aptitude tests. First, it is 
necessary to know what aptitudes that 
can be measured are important for a 
person learning a specific job or trade. 
For the skilled trades involved in this 
particular case, certain minimums of 
numerical, spatial, motor, and mechan- 
ical aptitudes are required for efficient 
learning and performance. 

Second, testing can often uncover 
unsuspected or unnoticed ability. 
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There are a great many aptitudes that 
cannot be assessed by interview or by 
knowing the applicant’s previous expe- 
rience. People who are superior in cer- 
tain abilities often do not realize how 
superior they are—they have had no 
opportunity to compare themselves 
with others. 

Aptitude tests have definite limita- 
tions, of course. They will measure 
certain characteristics accurately and 
quickly. But tests do not exist for all 
characteristics, and the characteristics 
that can be measured may not be the 
most important for a particular job. 

Yet aptitude tests should not be ex- 
pected to do something they were 
never intended to do in the first place. 
To get a rounded picture of a person, 
one must not only test aptitude, per- 
sonality, and interest with a well-de- 
signed test battery, but also use inter- 
views and studies of the applicant’s 
personal history. Tests merely provide 
objective information about certain ap- 
titudes, interests, and traits; they do 
not cover all the varied aspects of 
personality. 

Although there is no cut-and-dried 
success formula for using aptitude 
tests, there are some general principles 
that should be followed. 

First, does a problem exist that can 
be corrected with aptitude tests? High 
turnover . . . low quantity and qual- 
ity of work... high scrap rates 

. poor attitudes and morale .. . 
difficulty in finding suitable personnel 


for promotions from the workforce 

high accident rate—all these 
problems may be correctable. Once it 
is established that employee charac- 
teristics are the root of the problem, 
aptitude testing can be considered an 
aid to solving it. 

Before actual testing begins, it is 
necessary to specify what the tests are 
trying to measure. In other words, 
what aptitudes are required for ade- 
quate learning and performance in 
each particular job? Ordinary job de- 
scriptions won’t be adequate; they cov- 
er actual performance items for the 
job. Usually, test technicians will insist 
upon objective criteria for evaluating 
individual performance, such as quan- 
tity and quality of production. 

Qualified people should select the 
tests to be used. Hundreds of tests are 
available and their exact use cannot 
be determined just from their names, 
descriptions, or appearance. Only 
trained people who are familiar with 
the complexities of these tests should 
be relied on to select the ones that will 
provide the best results. 

A last important principle in using 
aptitude tests is to test the tests. With 
a suitable performance measure avail- 
able, individual test scores can be re- 
lated to performance scores to produce 
an exact evaluation of any test’s pre- 
dictive efficiency. 

@ R. P. Brown 


INDUSTRIAL BULLETIN 
Vol. 38, no. 7 





MORE WORKERS: In September of 1959, 66.3 million people were 
employed in the United States, a rise of 1.7 million over September, 
1958, according to a recent Business Week index. 
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What the New Labor Law Means to Your Company 


AST SEPTEMBER, President Eisenhow- 
L er signed into Jaw the first major 
piece of national labor legislation in 12 
years: the Kennedy-Landrum Labor- 
Management Reporting and Disclosure 
Act. How will it affect companies, or- 
ganized and non-union employees, and 
the unions themselves? What will it 
mean to management-labor relations? 

Despite its new restraints on unions, 
the new labor law should not auto- 
matically be considered pro-manage- 
ment. Actually, companies already 
unionized will probably not be affected 
—at least, not directly. Two provisions, 
however, do make it more difficult for 
unions to organize new companies. One 
prohibits “blackmail” picketing—pick- 
eting to force recognition without an 
election. This is often used where the 
union’s majority status is in doubt. The 
other outlaws secondary boycotts, such 
as the refusal of trucking-company 
drivers to deliver goods to another firm 
the union is trying to organize. 


What about size? 


Other restraints, however, have been 
in effect for the past 12 years, ever 
since Taft-Hartley placed management 
and unions on equal terms in the com- 
petition for employees’ allegiance. Sta- 
tistics show that union membership, in 
relation to the total workforce, is no 
larger now than it was in 1947. 

But neither is it smaller, despite Taft- 
Hartley provisions enabling employees 
to withdraw from unions if they 
choose. Therefore, the experience of 
the pust 12 years indicates that once a 
firm is organized, it will stay that way. 
Nothing in the new law promises to' 
upset this probability. 


Union operations 

The major changes resulting from 
the new law will be in the internal op- 
eration of some unions. Union mem- 
bers now possess a “Bill of Rights”; 
they are guaranteed the right to nomi- 
nate candidates, vote in elections, at- 
tend meetings, and speak out on any 
issue. They needn’t pay increased dues, 
fees, or assessments unless they vote, 
in ways prescribed by the law, to do so. 
They can sue the union, regardless of 
limitations contained in the union’s 
constitution. And they’re entitled to re- 
ceive copies of collective-bargaining 
agreements, as well as detailed reports 
on the union’s finances and operations. 


The law requires union officials to 
report any business arrangement they 
have made with unions or employers. 
(Employers, too, must report such ar- 


rangements, as well as any deals to 
influence employees’ choice of repre- 
sentatives.) The law establishes exact 
responsibilities for union officers who 
handle money. It requires officials deal- 
ing with more than $5,000 to be bonded 
and prohibits unions from lending more 
than $2,000 to any union officer or em- 
ployee. 

Furthermore, the law requires union 
elections of officers by secret ballot and 
within specified intervals. People with 
criminal records are barred from hold- 
ing union office until five years after 
their conviction. 

The Secretary of Labor is charged 
with enforcing these rules, and this 
gives him a new importance in labor 
affairs: penalties for violations of the 
law include fines and prison sentences. 


The law, however, does contain 
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some provisions favorable to unions. 
The Taft-Hartley ban on the right of 
strikers to vote in representation elec- 
tions is lifted. Also, unions in the 
construction trades may now make 
compacts equivalent to closed-shop 
contracts, previously prohibited by 
Taft-Hartley. 


It’s difficult at this moment to say 
just how the new law will affect unions. 
Many are already complying with its 
provisions. Union leaders, however, 
are worried primarily that the law will 
intensify factional feuding. If it does, 
the employer’s role in collective bar- 
gaining may be more difficult than ever. 


An indirect impact 


Except, then, for non-union and 
small employers, the new bill’s impact 
on management will, at most, be 
indirect. Companies that are now 


organized will continue to deal with 


unions on the same basis as before. 


Most of these companies (numbering 
about 100,000) are troubled with 
neither organizational disputes nor— 
except indirectly—internal union pro- 
cedures, which are the principal sub- 
jects of the new legislation. 


Rather, the problems involve collec- 
tive bargaining as it has developed 
during the past two decades. The re- 
sults of bargaining and contract admin- 
istration, moreover, affect n-' only the 
size of the employer’s wage 5ill but 
employee productivity as well—deep 
concerns of practically every company 
in the country. 

These problems of collective bar- 
gaining are not solved by the new 
Kennedy-Landrum law, despite its cor- 
rection of many abuses. The solution 
still lies, not in the halls of Congress, 
but with the companies and unions 
themselves. 


® Theodore W. Kheel 
DUN’‘S REVIEW AND MODERN INDUSTRY 
October, 1959 


No Comment? 


MANAGEMENT'S SILENCE On matters critical to employees is not 
golden. Arthur W. Angrist, manager of the Management and Em- 
ployee Relations Staff, Ford Motor Company, Seattle, Washing- 
ton, points out that “no comment” may be interpreted as meaning 
that management: 1) is unsure of itself; 2) doesn’t care about em- 
ployees; 3) knows it is wrong; or 4) thinks it is invulnerable to the 
feelings of employees and the general public. Satisfying employees’ 
interest in company activities that affect their pay, job security, 
and advancement contributes substantially to the company’s suc- 


cessful operation. 
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BOOK NOTES 


(Please order books directly from publishers.) 


HANDBOOK FOR SUPERVISORS. By Paul Ecker, John MacRae, 
Vernon Ouellette, and Charles Telford. Prentice-Hall, Inc., Engle- 
wood Cliffs, N. J. 243 pages. $4.00. Offering practical approaches 
to the supervisory problems in industry today, this manual is 
based on extensive research and reflects the thinking of supervisors 
and training directors on all industrial levels. In clear, readable 
language, the authors discuss such topics as judging performance, 
handling grievances, and setting up a training program. A chapter, 
How to Judge Performance, appeared in the June, 1959, issue of 
SUPERVISORY MANAGEMENT. 


THE ART OF WORKING WITH PEOPLE. By Edward Hodnett. Harp- 
er & Brothers, New York, 1959. 181 pages. $3.95. The author 
points out that reason must augment good will when more than 
one person is involved in solving problems, and that working 
effectively with others begins with a clear definition of the issues 
and personal values involved. It’s a mistake, he says, to assume 
that a problem looks the same to everyone. Understanding people 
is as important as understanding the techniques of communication. 
Dr. Hodnett explores the strategies of negotiation, showing how 
tactics and compromise are used in reaching agreements that most 
effectively fulfill the aims of each party to the decision. 


THE WORLD OF WORK: Industrial Society and Human Relations. 
By Robert Dubin. Prentice-Hall, Inc., Englewood Cliffs, New Jersey, 
1958. 433 pages. $7.95. In this comprehensive, well-documented 
book, the topics covered range all the way from the kinds of basic 
human relationships found in industry (power, authority, status) to 
the characteristics of organizations, the history and make-up of the 
U. S. labor force, and techniques of managerial leadership. 
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THE COMPLETE EMPLOYEE, A Handbook for Personnel Appraisal. 
By Robert Winthrop Adams. Public Administration Service, 1313 
East 16th Street, Chicago 37, Illinois, 1959. 68 pages. $2.00. A 
supervisor who sometimes finds himself stuck for the right words 
to describe a subordinate—in merit rating, appraisal, recommenda- 
tion for promotion—will be helped by this pamphlet. It’s a minia- 
ture vocabulary of more than 2,000 descriptive words categorized 
under four basic qualities: mental capacity, work habits and atti- 
tudes, stability, “get-along-ability.” 


INTRODUCTION TO MODERN BUSINESS. Third Edition. By Ver- 
non A. Musselman and Eugene H. Hughes. Prentice-Hall, Inc., 
Englewood Cliffs, N. J., 1959. 630 pages. $6.95. This rewritten 
and updated version of a book originally published in 1950 in- 
cludes basic information on how business functions: how it is 
owned, organized, managed, and controlled. There are chapters on 
banking and finance, personnel management, production, trans- 
portation, marketing, business law and ethics, government regula- 
tion and taxation, and other aspects of business. At the end of each 
chapter are actual business cases and problems to help the reader 
interpret and analyze business problems. 


MANAGEMENT AND SUPERVISORY DEVELOPMENT READING 
PROGRAM. By Howard Wilson. Administrative Research Associ- 
ates, Chicago, Illinois, 1959. 58 pages. $2.00. A basic reading 
program for supervisors has been devised by the author, who has 
taught courses in supervision at the University of Chicago and 
the Management Center of Marquette University. Books and read- 
ings are listed under two main headings: human relations and 
supervisory skills, with optional readings suggested for each cate- 
gory. There is also a list of general readings in business and man- 
agement. 


PSYCHOLOGY IN BUSINESS. By Leslie Beach and Elon L. Clark. 
McGraw-Hill Book Company, Inc., New York, 1959. 313 pages. 
$5.75. Basic psychological concepts are defined in nontechnical 
language and then applied to business. The authors discuss normal 
psychological development and individual differences, and the in- 
fluence of heredity and environment. Learning and remembering, 
motivation and frustration, attitudes and opinions, self-understand- 
ing and self-development are examined as keys to selection, induc- 
tion, and evaluation of a new employee. 
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THE EXECUTIVE INTERVIEW: A Bridge to People. By Benjamin 
Balinsky and Ruth Burger. Harper & Brothers, New York, 1959. 
209 pages. $4.00. A popular handbook for the manager who is called 
upon to talk with people both formally and informally in the course of 
his work. The authors review the best techniques in a wide range of 
interview situations. An excerpt, Don’t Be Afraid to Criticize, ap- 
pears in this issue of SUPERVISORY MANAGEMENT, on page 26. 


INDUSTRIAL LEADERSHIP: The American Way to Teamwork. By 
Clarence A. Weber and John W. Karnes, Jr. Chilton Company— 
‘Book Division, Philadelphia, Pa., 1959. 226 pages. $5.00. Analyz- 
ing the challenge of leadership, the authors stress the need for 
leaders, the risks they must take, and the effects of many situations 
of leadership upon them. The focus is on broad principles and gen- 
eralities and on the potential contributions of leadership to Ameri- 
can business. 


WORK MEASUREMENT IN THE OFFICE. By Elmer V. Grillo and C. 
J. Berg, Jr. McGraw-Hill Book Company, Inc., New York, 1959. 200 
pages. $5.75. The authors describe how to set up and carry out an 
office work-measurement program that will improve methods and 
control costs. Step by step, they tell how to organize the program, 
what problems io anticipate, how to gain employees’ cooperation, 
and how to study an office organization. 


PROFESSIONAL CREATIVITY. By Eugene K. Von Fange. Prentice- 
Hall, Inc., Englewood Cliffs, N. J., 1959. 260 pages. $5.00. A 
thorough explanation of creative thinking and the processes behind 
it. The author shows how to generate and direct creativity for 
dynamic results. Besides his own ideas, Mr. Von Fange offers 
other research-based methods of creativity and shows how to 
plan for the creative process. 


HOW TO SPEAK WITH POWER. By Stephen S. Price. McGraw- 
Hill Book Company, Inc., New York, 1959. 267 pages. $4.75. 
The voice, says the author, represents the individual. Mr. Price 
discusses the vital relationships between voice and personality and 
lists steps to follow in developing pleasing voice qualities and con- 
fidence in speaking. Easy-to-learn exercises show the reader how 
to make his voice more interesting and expressive; specific voice 
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problems are discussed. Other chapters deal with the psychology of 
persuasion in speaking, tensions, posture control, tempo, and pro- 
nunciation. 


CAREER PLANNING. By Leonard J. Smith. Harper & Brothers, 
New York, 1959. 263 pages. $3.50. This manual is designed for 
students and young people, and for others who will give them 
guidance in planning their careers. It discusses the factors (such 
as interests, abilities, values) that go into the choice of a vocation; 
career opportunities; preparation for advancement. Self-evaluation 
tests are given. Also included is a classified bibliography on sources 
of career information. 


HOME CARE IN ARTHRITIS. Issued by The Arthritis and Rheuma- 
tism Foundation, 432 Fourth Avenue, New York 16, N. Y. 24 pages. 
20 cents. This pamphlet describes and illustrates physical-therapy 
exercises and self-help devices for patients with rheumatoid arthritis 
and osteoarthritis. 


“Go to the diet section of your nearest bookstore.” 


An index to SUPERVISORY MANAGEMENT is published annually in the December 
issue. The contents are indexed monthly in the Business Periodicals Index published 
by The H. W. Wilson Company. SUPERVISORY MANAGEMENT is microfilmed by Uni- 
versity Microfilms, Ann Arbor, Michigan. 
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Supervisory 
i ' F-lak-Vek-Jaal-tah § 


WATCH FOR THESE ARTICLES 


IN FUTURE ISSUES: 


COST REDUCTION: ANALYZE YOUR OVERTIME 


Some overtime is economical; some is extravagant. 
This article will provide a method of analysis 


to help you cut unit costs for overtime. 


BE A SUPERVISOR—NOT A PSYCHIATRIST 


Where do you draw the line in counseling? 


IS THERE A COMPUTER IN YOUR FUTURE? 


How electronic data processing may extend 


your resources for doing your job. 


HOW TO SEEM TO WRITE THE WAY YOU TALK 
Write as you talk? If you tried, you’d probably find 


the result rambling and repetitious. But there’s 
a way to get the directness and informality of 


conversation into your writing. 


IT TAKES KNOW-HOW TO BE A MANAGER 


. and you can acquire that know-how from many 
sources, in the company and the community. 


Here are some ideas. 























